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MARCH, 1907 


THE CONGRESS OF THE ROYAL ECONOMIC 
SOCIETY. 


THE Congress announced in our last number took place on 
January 9th and 10th at the London School of Kconomics. It 
was attended by most of the leading English economists and 
many distinguished foreigners. The Taxation of Ground Values 
was the subject discussed on the first day; Small Holdings on 
the second day. We may express our regret that Lord 
Carrington, who had undertaken to introduce the second subject, 
was prevented by illness from being present. The Right Honour- 
able R. B. Haldane, President of the Society, inaugurated the 
Congress by an address which is reproduced below (reprinted from 
The Times’ report). Our second articlé is formed by the address 
which Professor Marshall gave at the dinner of the Royal 
Economic Society, which was held on the evening of January 
9th. The present number of the JOURNAL also contains the first 
two papers, which were read before the Congress (by Mr. Charles 
Trevelyan, M.P., and Dr. Edwin Cannan). The rest of the 
proceedings of the Congress must be postponed to a later number. 


THE EDITOR 


No. 65.—vou. XVII 








MR. HALDANE’S INAUGURAL ADDRESS TO THE 
CONGRESS. 


Mr. Haldane said that the Congress was not British; it was 
international. Whatever other differences there might be 
between the nations, there was a brotherhood—a brotherhood 
the reality of which was asserting itself more as year succeeded 
year—the brotherhood of science. They were to-day recognising 
that in science, as well as in other things, international co-opera- 
tion was essential; and perhaps in no department was that more 
marked than in the department which dealt with the science of 
the State. It was not only in economics that this kind of wider 
outlook was beginning to come to people. In science of every 
kind they had witnessed the tendency of the nations to specialise. 
Perhaps it was more easy to preserve a common basis in those 
sciences which did not touch human nature; but there was one 
thing that was true of all sciences, and that was that their 
methods were necessarily abstract. Do not let them be carried 
away with the notion that because a method was abstract, there- 
fore it was not an indispensable method for getting at the truth. 
It was obvious that the chances of reaching the truth were greater, 
in certain cases, the greater the abstractness of the method. 

He had at that moment two books in his mind, books which, 
in a sense, were to-day out of date, but which, in another sense, 
would never be out of date, because they were the most perfect 
illustrations of true scientific method—the method which did not 
allow itself to shut out of view facts by the narrowness of its 
conceptions. One was Darwin’s “ Origin of Species ’’ ; the other 
was Adam Smith’s ‘‘ Wealth of Nations,’ a book written by a 
man who had profoundly freed his mind from every kind of 
narrowness. Smith wrote describing the State in which he lived. 
He described it, as some might say, without bias towards virtue, 
and, as others might say, without twist towards vice. He took 
the facts as he found them, and he sifted and analysed and 
described them from the point of view of the State in which he 
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was living. Smith saw perfectly well that no economic science 
was perfect for the purposes of the statesman unless it took 
account of the political circumstances and conditions of the State 
which was being described. He saw distinctly that there might 
be a condition of things in which the doctrine of commercial 
freedom, which was at the root of his analysis of the political 
as well as the economic necessities of his own country, might 
not have a good application. He remembered a distinguished 
man once saying to him about New Zealand that he would rather 
live in a poorer New Zealand with plenty of manufactures than 
in a richer New Zealand with nothing but one class of industry 
—namely, the industry of agriculture. He thought that was 
perfectly true of small States. They had, at any rate, to take 
that into account as a possible limitation to the application of 
their methods. But, on the other hand, Smith was not one of 
those people who, because he had discovered a flaw in the ab- 
stract procedure, therefore rushed to the other extreme and, like 
the vitalists of the old school of physiology, concluded that the 
method and principles must be entirely wrong, and that they 
must go to the other end in order to get a view of the truth. 
Rather he remained in the centre, bearing in mind the abstract- 
ness of his categories and the confusion they got into if they 
allowed methods and categories to be superseded merely by 
political considerations. And so he thought in economic science 
to-day that they did well to meet, as they were meeting on that 
occasion—meeting as representatives not of one nationality, but of 
many nationalities. They did well to meet because the purposes 
of the nations varied, and because the economists who came as 
representatives of those nations could not avoid being affected 
by those purposes. It was good for us that they should come to 
us and correct our insularities, and it was good for them to come 
to us and see that, after all, we had reason for our insular 
methods as regarded the particular problems with which we had 
to cope. 

The economists were to the statesmen very much what, to 
use a military metaphor, the General Staff were to the com- 
manders of armies; they worked out principles and plans for 
them. But they warned them that no principles and no plans 
could be sufficient guides in unforeseen emergencies. They dealt 
with as many as possible of the problems which affected taxation 
and the general question of the production and distribution of 
wealth ; but they warned them that what they could do for them 
was to a certain extent limited, that, like everything else in the 
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world, economic method was an excellent servant but a dangerous 
master if they allowed it entirely to dominate them. They told 
them that without their science, without its teaching, it was 
impossible for a statesman to guide himself aright ; but they also 
warned them that their methods and their principles were not 
enough for the statesman, and that he must look to the particular 
circumstances of his time and remember that he himself was 
dealing with what was rather an art than a science—the manage- 
ment of the vast complication of human affairs which could only 
be successfully dealt with if it was remembered that the art of 
dealing with human nature was recognised as essential for the 
solution of the problem. And so it came that to-day they saw 
more and more clearly the particular reservations that must be 
made about the conclusions of the economists. In_ political 
economy they were not dealing with simple problems like those 
of space and time. They were dealing with what was much 
more elusive, and with what lent much more danger to the situa- 
tion. They were dealing with purposes and tendencies. It was 
only if they took things over a vast enough area that they could 
be sure that even the best statistical conclusions would work out 
rightly ; and, in the problems of practical politics, big as they 
were, they never did have a vast enough area to be quite sure 
that they were dealing with scientific truth. Their methods 
might not take account of fifty things, so minute and yet so far- 
reaching in their operation that no abstract method was adequate 
to them; therefore, he said that the political economist could 
only be like the General Staff officer to the Commander-in-Chief. 
He could give him plans, he could work out situations for him ; 
but he must warn him that the unexpected might occur at any 
moment, and that, when the unexpected occurred, the abstract 
science was not sufficient to enable the unexpected to be coped 
with. Political economy was essentially a science of tendencies 
which became deflected unless they took large tracts of time and 
large areas in which they were to operate. The nations had 
smaller tracts both of space and of time; and because the ten- 
dencies in the nations varied—varied with the requirements and 
conditions which dominated the life of the nations—therefore the 
economists of the nations showed divergences in their modes 
of thought. That did not make the comparing of notes on the 
part of international economists any the less interesting or any 
the less essential. On the contrary, it was the very way in 
which they got at the pre-suppositions that underlay their methods 
and in which the note of warning was sounded ; and one of the 
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things which made him welcome that congress, at which repre- 
sentatives of nearly all the great nations were present, was that 
they had the opportunity of working these things out. 

Take, for instance, the two subjects which would form their 
main topics. The question of site values and their taxation was 
one which had been dealt with by several nations in their different 
ways, and with very different success. They could not infer that 
what worked in Germany would necessarily work in England. 
Again, as to small holdings, what he would say was even more 
markedly true. The success of small holdings depended in a 
large measure on the habits of the people; and these varied with 
each nation. Therefore they could not draw from the French 
example inferences which were conclusive as to what would 
happen in England if similar conditions were established. But 
they could get a good deal of instruction from what they saw 
operating abroad, just as economists and statesmen from abroad 
could learn a great deal from us. If that were true of site values, 
and if it were still more true of small holdings, it was even more 
true still in other cases into which it was not necessary to enter. 
The whole question of the Poor Law, the whole question 
of old-age pensions—these were questions which wanted working 
out with reference to the circumstances of each nation. They could 
not draw an inference from one case to another without very careful 
comparison of preliminary conditions ; and yet nothing was more 
instructive than to see ourselves as others saw us in the light of 
what they had done and of the point of view from which they 
scrutinised the analogous problem in their own countries. And 
so it seemed to him that this tendency to the internationalism 
of science, which was again, after 300 or 400 years, beginning 
to set in, which did not depend on their speaking a common 
language, but did depend on their becoming co-operators 
working out different departments of great and complicated ques- 
tions—it seemed to him that this new tendency was one which 
should fill them with hopefulness for the future. It had been 
said, and said with truth, that this was not an age of great men. 
We did not seem to be producing a Newton or a Gauss, a Helm- 
holtz or a Laplace with the frequency with which former genera- 
tions produced these outstanding figures. And yet, on the other 
hand, who would doubt that the general level of science was far 
higher to-day than it was a generation ago, and still higher than 
it was a generation before that? Who was there who could read 
the economic discussions of 60 years ago—he did not mean the 
writings of men of genius, but the average economic discussions 
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—without feeling a sense of dreariness and weariness, and of the 
ill-furnishedness of the kind of people who talked on every con- 
ceivable sort of subject without realising the absolute necessity of 
patient labour in some special direction? ‘To-day that was still 
more true. People had realised that it was because of this 
necessity of specialisation, just because of the vast amount of 
work which people would have to do if they would do anything 
successfully, that the men of science to-day—and the economist 
was only a particular case—had to know a great deal more, and 
therefore had to specialise a great deal more, before they could 
work usefully for the realisation of a common purpose. It was 
an age in which we recognised the enormous strides which science 
had made, the vast amount that had to be known before an in- 
dividual contribution was possible. It was an age in which we 
were coming to see more and more clearly that the man who 
would contribute anything, who wished to serve his country, who 
wished to serve the world, did best to confine himself to that 
which he was sufficiently furnished to undertake. ‘‘ He,’’ wrote 
a great man, ‘‘ who would accomplish anything in this world must 
learn to limit himself ’’; and that was essentially true of science 
to-day, and what was true of science generally was true of 
economics. That was why such a meeting as this one, bringing 
together men of different minds, of different attainments, of 
different specialised work, but converging upon a broad common 
purpose—that was why these congresses had a peculiar value 
such as they could not have had 50 years ago and such as they 
might have in an even greater degree 50 years after this. It 
only remained for him to declare the congress open and to express 
a word of cordial welcome to those who attended it from foreign 
nations. 





























THE SOCIAL POSSIBILITIES OF ECONOMIC 
CHIVALRY.' 


Different schools of economic thought have shown a marked 
tendency to convergence as to fundamentals both of method 
and doctrine during the last thirty years. 


THE Congress which has been opened to-day under the 
auspices of the Royal Economic Society is one of many recent 
indications that economic questions are te play~a greater part 
in the life and thought of the present century than they did 
in that of the past. Parliaments all the world over now spend 
more than half their time on economic issues, and probably no 
other serious subject gives so much employment to the printing 
presses that work for periodicals and general literature. Uni- 
versities are giving more attention to it, especially in the United 
States, Germany, and this country. There are said to be 325 
professors of it in the United States, where it is richly endowed. 
But in this country the economic department of almost every 
University except Manchester, Birmingham, and London is 
seriously handicapped by a lack of funds. 

Much progress has been made recently in economic science, 
especially on the analytical side. Disputes as to method have 
nearly ceased; Schmoller’s dictum that analysis and the search 
for facts are, like the right and left foot in walking, each nearly 
useless alone, but that the two are strong in combination, is 
accepted on all sides. 

Again, what by chemical analogy may be called qualitative 
analysis has done the greater part of its work—that is to say, 
there is a general agreement as to the characters and directions 
of the changes which various economic forces tend to produce. 
Differences of opinion still exist, of course; and in controversy 

1 This paper develops the notes prepared for a speech which was made at the 


dinner of the Royal Economic Society on 9th January, 1907, including some which 
were not used at the time. 
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a small difference is apt to hide a large underlying agreement, 
and to be overrated by the public at large. But serious students 
on opposite sides of an economic controversy are now nearly 
always in fuller agreement with one another on fundamental 
matters than they are with those on their own side whose 
opinions have been formed without careful study. 

Much less progress has indeed been made towards the quanti- 
tative determination of the relative strength of different economic 
forces. That higher and more difficult task must wait upon the 
slow growth of thorough realistic statistics. ‘The new Census of 
Production may in the course of time supply one of the many sets 
of necessary facts, but it must fight its way gradually over great 
technical difficulties, increased by the present jealousy of the 
ordinary business man against the publication of any of his affairs. 


There has been a similar but less complete convergence as to 
social ideals and the ultimate aims of economic effort. 


But I will turn aside from these severe matters to one which 
is perhaps more suitable to a cheerful occasion, and which has 
very urgent claims on the consideration of economists at the 
present time. The ideals and the ultimate aims of all our 
economic work have been the subject of much eager discussion, 
but not of much careful, thorough, persistent study. I would 
like to ask. you this evening to consider what it is that such 
study can do towards helping the world to turn its growing 
resources to the best account for social well-being. 

It is a common saying that we have more reason to be proud 
of our ways of making wealth than of our ways of using it. 
Even the working classes buy many things that do them little 
good and some things that do them harm. And the well-to-do 
classes expend vast sums on things that add little to their 
happiness and very little to their higher well-being, but which 
they regard as necessary for their social position. Few people 
would assert that a man with fifty thousand a year is likely to 
have a very much happier life than if he had only a thousand ; 
but to climb from the place in society which belongs to £1,000 
a year to that which belongs to fifty thousand is a source of 
almost ceaseless delight to nearly every pattern of man, and to 
his wife. This satisfaction is, however, not net social gain: for 
something must be deducted for the chagrin of some of the many 
men and their wives who will be passed on the way. Of course, 
anyone who bears heavy responsibilities, and uses his brain much, 
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needs larger house-room, more quiet, lighter and more digestible 
food, and perhaps more change of scene and other comforts than 
will suffice for maintaining the efficiency of unskilled work, and 
even of artisan work ; and, from the higher social point of view, it 
would be bad economy that such a man should cut his expenditure 
down below these ‘‘ necessaries for efficiency ’’ for his responsible 
work. In addition to this outlay, a good deal is spent upon things 
that yield solid, unostentatious pleasure of a wholesome kind : 
and only very austere people could condemn some expenditure of 
this kind, provided it does not absorb nearly the whole of a 
moderate income, or any considerable part of a very large income. 
Allowances must be made for these two classes of expenditure 
by the well-to-cv; and also for the one or two hundred millions 
of their total income which are turned into capital annually, and 
thus enable us to make nature work for us as an obedient and 
efficient servant. But there still remains a vast expenditure 
which contributes very little towards social progress, and which 
does not confer any large and solid benefits on the spenders 
beyond the honour, the position, and the influence which it buys 
for them in society. 

Now there is a general agreement among thoughtful people, 
and especially among economists, that if society could award this 
honour, position, and influence by methods less blind .and less 
wasteful; and if it could at the same time maintain all that 
stimulus which the free enterprise of the strongest business men 
derives from present conditions, then the resources thus set free 
would open out to the mass of the people new possibilities of a 
higher life, and of larger and more varied intellectual and artistic 
activities. 

Opinions are not likely to agree as to the amount of private 
expenditure which is to be regarded as socially wasteful from 
this point of view. Some may put it as high as four or even 
five hundred millions a year. But it is sufficient for the present 
that there is a margin of at least one or two hundred millions 
which might be diverted to social uses without causing any 
great distress to those from whom it was taken; provided their 
neighbours were in a like position, and not able to make dis- 
agreeable remarks on the absence of luxuries and of conventional 
““ necessaries for social propriety ’’ which are of little solid ad- 
vantage. 
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The temporary suspension of the pressure of the Law of Diminish- 
ing Return from land on the population of this country gives 
special opportunities for social reform to the present genera- 
tion, and throws corresponding responsibilities on them. 


Cheap transport by land and sea, combined with the opening 
up of a large part of the surface of the world during the last 
thirty years, has caused the purchasing power of wages in terms 
of goods to rise throughout the Western world, and especially 
in Britain, at a rate which has no parallel in the past, and may 
probably have none in the future. The Law of Diminishing 
Return is almost inoperative in Britain just now, but after a 
generation or two it may again be a powerful influence here and 
nearly all over the world. Wages in Britain are now but very 
little affected by the rate of growth of population and the pressure 
on the means of subsistence. The restraining force which pre- 
vents their rise from being even faster than it is, is the fact that 
countries whose large expanse offers very high returns on in- 
vestments in railways, in building, in developing mines and new 
agricultural land can outbid British enterprise in the demand for 
capital. The progress of the arts of production and transport 
has increased British prosperity fast, in spite of this. But the 
world is really a very small place, and there is not room in it for 
the opening up of rich new resources during many decades at as 
rapid a rate as has prevailed during the last three or four. When 
new countries begin to need most of their own food and other 
raw produce, improvements in transport will count for little. 
From that time onward the pressure of the Law of Diminishing 
Return can be opposed only by further improvements in pro- 
duction; and improvements in production must themselves 
gradually show a diminishing return. Great, therefore, as has 
been the rate of social progress of Britain during the last 
generation, we may not be contented with it. There is an urgent 
duty on us to make even more rapid advance during this age of 
economic grace, for it may run out before the end of the century.? 

1 There are some who hold that though nature may be niggardly in her return of 
raw produce, compensation may be found in the more liberal supply, by aid of elec- 
tricity, of the power that aids man’s efforts. But this belief appears to involve a 
technical misapprehension. Electricity facilitates and cheapens the distribution of 
power, both in bulk over large distances and in detail to individual machines; and 
it economises power by lessening the amount of it that runs to waste in machines 
not fully employed. But electricity has done relatively little to economise the use 


of water power im situ. Partly on account of its inconstancy, it is, in general, far 
less economical than it appears at first sight for almost every purpose ; the chief 
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Progress is in the long run delayed by exaggeration of the evils 
inherent in present economic conditions. 


Men of certain types of mind, which are not morbid, delight 
now, as in previous generations, in vehement indictments of exist- 
ing social conditions. Their efforts may rouse a passing enthu- 
siasm, which is invigorating while it lasts ; but they nearly always 
divert energies from sober work for the public good, and are thus 
mischievous in the long run. Let us consider a few figures. 

First, it may be noted that the use which is being made of 
increasing wealth is not, in the main, sordid or selfish. Recent 
changes in the distribution among different callings of those 
who are ‘‘ occupied ’’—that is, working for profits, salary, or 
wages—show no great increase in those who supply material 
comforts and luxuries ; but they do show a great increase in those 
who are working on behalf of Government or on their own 
account to check disease and mitigate_its sufferings, and to 
develop the intellectual and artistic faculties of the people. The 
increased output of each worker in occupations which can avail 
themselves of improved mechanical appliances accounts for a 
part, but not the whole, of this contrast. Again, if the present 
age were as selfish as it is often represented to be, we should 
find that the chief expenditure of public money for improving the 
conditions of life and work had accrued to the benefit of those 
who can enforce their will at the polling-booth. But, on the 
contrary, it has gone chiefly to the benefit of women and chil- 
dren ; and meanwhile young people’s wages have risen faster than 
those of women, and those of women have risen faster than those 
of men. And, again, our age has reversed the old rules that the 
poor paid a larger percentage of their income in rates and taxes 
than the well-to-do, and that the Treasury was more generous 
in providing sinecures for the well-to-do than in lessening the 
ignorance, the disease, and the sufferings of the poor. 

Another exaggeration, arising out of a careless reading of 
Mr. Charles Booth’s statistics, states that a third of the people 
of this country are on the verge of hunger. He estimated that 
exceptions being in some chemical industries in which work can proceed throughout 
the twenty-four hours and be curtailed without great loss (since relatively little 
labour is employed), when the water supply runs low. There is not very much avail- 
able water power in this country. Tidal power would not pay its expenses, save in 
a very few estuaries. It may be noted that the price of continuous power supply to 
large constant consumers is the same at Newcastle-on-Tyne as at Niagara. Elec- 


tricity generated by water may enlarge the resources of Italy: but it cannot go far 
towards maintaining Britain’s resources when her coal has become scarce. 
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a million people in London are poor in the sense that they belong 
to families, the aggregate income of which does not exceed 21s. a 
week all the year round—that is, £54 12s. annually. Now 21s. 
is the price of three-quarters of a bushel, or twenty-four pecks, 
of good wheat ; while the average wage of English labour through- 
out recorded history from the beginning of the Middle Ages till 
quite recent times was less than six pecks of wheat a week, 
often mouldy; it never rose for any considerable time beyond 
nine pecks. I may state that one of the few things which every 
German knows for certain about England is that there are a 
million people in London living in extreme poverty on the verge 
of hunger. But they open their eyes when they learn that under 
this misleading title are included all members of families with 
a less aggregate income than twenty-one marks all the year round. 
For twenty-one marks will buy much less food than 21s. will; 
and 70 per cent., if not more, of the Gemaan working- 
class families have a less annual income than 1,100 marks. 
Again, the reasonable dissatisfaction, with which every 
thoughtful person must regard the existing distribution of wealth, 
is in danger of being perverted towards ill-considered measures of 
reform by Utopian schemers ; who imply, if they do not explicitly 
state, that, if wealth were equally divided, everyone would have 
access to means of comfort, refinement, and even luxury which 
are far out of the reach of any of the working classes at present. 
But the fact is that very many prosperous artisans’ families, cer- 
tainly many more than a hundred thousand, already enjoy a 
larger income than they would if the total of £1,700,000,000, at 
which the income of the United Kingdom is estimated, were 
divided out equally among its population of forty-three million— 
that is to say, they would lose by an equal distribution of income. 
These facts are consistent with the belief that a vast increase 
of happiness and elevation of life might be attained if those forms 
of expenditure which serve no high purpose could be curtailed, 
and the resources thus set free could be applied for the welfare 
of the less prosperous members of the working classes ; the whole 
1 The statistical position may be looked at in another way. The average annual 
earnings of the men, women, and children employed in the chief manufacturing 
industries was estimated by the Board of Trade, as the result of a partial wage 
census in 1888, to be £48. The returns took insufficient account of the high wages 
earned by many piece-workers ; and, though they have been criticised as possibly 
rather too high in some other respects, we may be sure that the average is now over 
£50. Therefore a family of average ability and average size, all the members of 
which were employed in manufacture, has now a considerably higher income than 


it would have under an equal division of income to all persons, including the very 
young and the very old. 
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change being so made as not considerably to slacken the springs 
of productive energy. But they are not consistent with the 
common suggestion that by retrenching the lavish expenditure of 
the rich, and dividing income equally, the whole people would 
be raised to affluence previously unknown to working men. 
More’s Utopia and Morris’s News from Nowhere stimulate aspira- 
tion, and are so beautiful in themselves that they will remain a 
joy for ever. And they work unmixed good, because they do 
not profess to be practical. But in recent years we have suffered 
much from schemes that claim to be practical, and yet are based 
on no thorough study of economic realities ; that lack the subtle 
beauty of a delicate imagination ; and that even propose to tear 
up by the roots family life, the tree whose fruits and flowers 
contribute much more than half to the sum total of all that 
is known of beauty and happiness by the people in general, and 
especially by the working classes. 


Chivalry in war and chivalry in business. 


Our age is, then, not quite as wasteful and harsh as it is some- 
times represented. Much more than a half, possibly even three- 
quarters, of the total income of the nation is devoted to uses 
which make for happiness and the elevation of life, nearly as 
efficiently as is possible with our present limited understanding 
of the arts of life. Even so, there is a large margin for im- 
provement; and yet in one respect we seem to be going on 
wrong lines. For it is easier to make believe, even to oneself, 
that one looks down on wealth, than to work with energy in 
order to make wealth a thing of which the world may be proud. 
But in fact material resources enter of necessity so much into 
the thoughts and cares of nearly everybody that, if the world is 
not proud of its wealth, it cannot respect itself. Surely, then, it 
is worth while to make a great effort to enlist wealth in the ser- 
vice of the true glory of the world. And history seems to suggest 
a route to this end. 

War is more cruel even than competition to oust rivals from 
their work and living; but there grew up around it a chivalry 
which brought out the noble, emulative side of war, and even 
something of the finer sympathies. If in the Elysian fields a 
medieval warrior be now discussing with late inhabitants of 
worlds many billions of miles away from our own the experi- 
ences of his old world, he may hold up his head as he speaks 
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of the chivalry of war, the thing that occupied people’s imagina- 
tion most in that age. 

In the present age our thoughts are occupied with industrial 
progress, with the marvellous services which we compel nature 
to render to us in manufacture and transport. But if the talk 
should turn in the Elysian fields on the elevation of life which 
we have won by the new methods of business, we should not 
hold up our heads as bravely as would the medieval knight. I 
want to suggest that there is much latent chivalry in business 
life, and that there would be a great deal more of it if we 
sought it out and honoured it as men honoured the medieval 
chivalry of war. If we do this for a generation or two, then 
people bringing the latest news from this world may talk boldly 
of the chivalry of wealth : they may be proud of the elevation of 
life which has been achieved by training the finer elements of 
human nature to full account in the production of wealth and 
in its use. 

Chivalry in business includes public spirit, as chivalry in war 
includes unselfish loyalty to the cause of prince, or of country, 
or of crusade. But it includes also a delight in doing noble 
and difficult things because they are noble and difficult: as 
knightly chivalry called on a man to begin by making his own 
armour, and to use his armour for choice in those contests in 
which his skill and resource, his courage and endurance, would 
be put to the severest tests. It includes a scorn for cheap vic- 
tories, and a delight in succouring those who need a helping 
hand. It does not disdain the gains to be won on the way, but 
it has the fine pride of the warrior who esteems the spoils of a 
well-fought battle, or the prizes of a tournament, mainly for the 
sake of the achievements to which they testify, and only in the 
second degree for the value at which they are appraised in the 
money of the market. 


The chief motive to the highest constructive work in industry 
is a chivalrous desire to master difficulties and obtain recog- 
nised leadership. 


The commonplace and even the sordid sides of business work 
obtrude themselves on our notice. Some men are known to 
have become rich by foul means. Many more have prospered 
by a steady adherence to affairs, largely of a routine character ; 
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with but little use of the higher imagination, and perhaps with 
scarcely any romance in their lives except in their family rela- 
tions. These two classes of business men come into close con- 
tact with the ordinary observer ; and, if he rejoices in the «esthetic 
expenditure of wealth which he has inherited probably from a 
business ancestor, he is likely to declaim in vigorous but undis- 
criminating language against those who greedily pursue wealth. 

But there can be no doubt that at least one-half of the best 
ability in the Western world is engaged in business. Unless, 
therefore, we are convinced that human nature is irredeemably 
sordid, we must expect that there is much nobility to be found 
in business; and, if we look for it in the right place, we shall 
find it. 

It has indeed been remarked with increasing frequency by 
careful observers during recent years that those business men, 
on whose work the progress of industry most depends, care for 
wealth more as an indication of successful achievement than 
for its own sake. Success in science, in literature, and in art 
can be judged directly ; and a man engaged in these occupations 
seldom cares for money beyond a mere competence, unless he 
is rather sordid. He wants to be sure that he has worked well ; 
and if he earns the laurel wreath of approval of the cultivated 
public, he is content. On the other hand, if business men were 
arranged in order according to the merits of their proposals as 
written down on paper and judged a priori, it would be a very 
bad order. And for that reason, more than for the money it 
brings them, the ablest and best business men value success. 
Assuming that a man’s career is free from the suspicion of 
fraud, malign destruction of rivals, and oppression of employees ; 
success is good primd facie evidence of leadership. It is often 
the only trustworthy evidence that is available to the public, 
and can be appreciated by those near to him, whose joy in his 
success is one of his chief rewards. 

Men of this class live in constantly shifting visions, fashioned 
in their own brains, of various routes to their desired end; of 
the difficulties which nature will oppose to them on each route, 
and of the contrivances by which they hope to get the better 
of her opposition. This imagination gains little credit with the 
people, because it is not allowed to run riot; its strength is 
disciplined by a stronger will; and its highest glory is to have 
attained great ends by means so simple that no one will know, 
and none but experts will even guess, how a dozen other ex- 
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pedients, each suggesting as much brilliancy to the hasty ob- 
server, were set aside in favour of it.} 


The need for enlarging the honour given to the highest con- 
structive business faculty is increased by the growth of 
bureaucratic rule, which is hostile to it. 


There are many kinds of laboratory experiments which a 
man can be hired to make at a few hundred pounds a year, but 
the epoch-making discoveries generally come from men who love 
their work with a chivalrous love. The true significance of such 
a man’s life is often not recognised till he has passed away, but 
he is fairly sure that he will be honoured at last. Money is 
wanted to educate scientific men, to supply them with apparatus, 
and a moderate income earned without oppressive routine of 
teaching or other fatigue. But that is all that money can do. 
That being done, creative science can be evoked only by the force 
which evokes creative art and creative literature—the force of 
chivalrous emulation. 

A chemist requires only a little space in a laboratory. But 
many of the most important experiments of a business man 
require the whole space, the whole material appliances, and the 
whole staff of a large business to be at his disposal, and often for 
many years consecutively. If he is working at his own risk, he 
can put forth his energies with perfect freedom. But if he is 
a servant of a bureaucracy, he cannot be certain of freedom; he 
may be given a little freedom for a while, and then a change in 
administration, or impatience at his failure to strike the true path 
of progress at his first trial, may cause him to be pulled up sharp; 
and his chains clank, even when they do not press tightly. 

Difficulties of this kind are met not only in the industrial 
undertakings of Governments, but also in very large joint stock 
companies, and especially the so-called trusts. The chief owners 
of the trusts have given, and are giving, an extraordinary amount 
of thought to devising means whereby the heads of departments 
and others may be allowed a free hand; and emulation may be 
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1 The imagination of such a man is employed, like that of the master chess-player, 
in forecasting the obstacles which may be opposed to the successful issue of his far- 
reaching projects, and constantly rejecting brilliant suggestions because he has 
pictured to himself the counter-strokes to them. His strong nervous force is at the 
opposite extreme of human nature from that nervous irresponsibility which con- 
ceives hasty Utopian schemes; and which is rather to be compared to the bold 
facility of a weak player, who will speedily solve the most difficult chess problem by 
taking on himself to move the black men as well as the white. 
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brought to bear as a stimulus to their energy and enterprise. Their 
devices are marvellously ingenious, and among the most instruc- 
tive episodes in recent economic history, but they have attained 
only a modicum of success. Experience shows ever more and 
more that the technical economy to be attained by piling Pelion 
on Ossa in the agglomeration of vast businesses is nearly always 
less than was expected, and that the difficulty of the human 
element ever increases -with increasing size. Much can be done 
by various schemes of reward and promotion as regards junior 
officials, and even the superior officials are stimulated by con- 
gresses and other opportunities for submitting their new ideas 
to the judgment of brother experts. But no fairly good sub- 
stitute has been found, or seems likely to be found, for the 
bracing fresh air which a strong man with a chivalrous yearning 
for leadership draws into his lungs when he sets out on a business 
experiment at his own risk. 


Economists generally desire increased intensity of State activities 
for social amelioration, that are not fully within the range of 
private effort: but they are opposed to that vast extension 
of State activities which is desired by Collectivists. 


These considerations point towards the watershed which 
divides the large majority of economists from ‘“‘ Collectivists ’’— 
t.e., those who would transfer to the State the ownership and 
management of land, machinery, and all other agents of produc- 
tion. We are told sometimes that everyone who strenuously en- 
deavours to promote the social amelioration of the people is a 
Socialist—at all events, if he believes that much of this work 
can be better performed by the State than by individual effort. 
In this sense nearly every economist of the present generation 
is a Socialist. In this sense I was a Socialist before I knew 
anything of economics; and, indeed, it was my desire to know 
what was practicable in social reform by State and other agencies 
which led me to read Adam Smith and Mill, Marx and Lassalle, 
forty years ago. I have since then been steadily growing a more 
convinced Socialist in this sense of the word ; and I have watched 
with admiration the strenuous and unselfish devotion to social 
well-being that is shown by many of the able men who are 
leading the collectivist movement. I do not doubt that the paths, 
on which they would lead us, might probably be strewn with roses 
for some distance. But I am convinced that so soon as collectivist 
control had spread so far as to considerably narrow the field left 
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for free enterprise, the pressure of bureaucratic methods would 
impair not only the springs of material wealth, but also many of 
those higher qualities of human nature, the strengthening of 
which should be the chief aim of social endeavour. 

To those who take this view of the dangers of collectivism, it 
is sometimes thought sufficient to reply that they still wallow in 
the mire of laissez faire. The phrase is ambiguous, and mis- 
leading rhetoric abounds with regard to it. Its original meaning 
was that gilds and métiers should not prohibit people from enter- 
ing a trade for which they were competent ; any one should be at 
liberty to choose his own work. It was not till much later that 
the phrase was twisted to mean :—Let Government keep up its 
police, but in other matters fold its hands and go to sleep. 

In Adam Smith’s time Government was corrupt, and though 
he himself, like all his chief followers, was unselfishly devoted to 
the well-being of the people, experience had taught him to look 
with suspicion on those who invited the Government to new 
enterprises for the public weal: for their real motive was gene- 
rally to increase their own gains, or to provide easy and well-paid 
posts for themselves or their relatives. Matters improved but 
slowly during the next fifty years. But honesty and true philan- 
thropy grew apace during the earnest, if somewhat ungainly, 
beginning of the Victorian era. And J. §S. Mill, one of the first 
to proclaim boldly that Shelley was greater than Byron, made a 
memorable attempt to combine many of the essential principles 
of Socialism with an unswerving devotion to individuality and 
a hatred to mechanical regulations of life.! 

Mill had seen a vast increase in the probity, the strength, 
the unselfishness, and the resources of Government during his 
life ; and it seems that each succeeding decade had enlarged the 
scope of those interventions of Government for the promotion 
of general well-being which he thought likely to work well. 
One of the chief causes of this improvement was a change of 
sentiment which had, perhaps, its chief origin in the Wesleyan 
Revival, as Lecky has well shown. The movement was pro- 
moted by Parliamentary reform ; by the spread of education, and 
by increasing zeal in the Established and Nonconforming 


1 Tf anyone will read Mill’s Awtobiography, his essays ‘‘ On Socialism,” published 
in the Fortnightly Review for 1879, or even his discussions of progress and of the 
functions of Government in the last chapters of Books IV. and V. respectively of his 
Political Economy, and compare them with Carlyle’s pamphlet on Shooting Niagara, 
he will see that the popular opinion as to the generosity of Carlyle’s temper and 
the hardness of Mill’s is incorrect. He may even perhaps think that it should be 
inverted. 
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Churches ; by the cheapening and improvement of literature ; by 
the rise of co-operation, itself largely due to Owen, that noble 
if weird prophet of Socialism; by the writings of Scott and 
Dickens, of Wordsworth and Tennyson, of Carlyle and Ruskin, 
of Newman and Maurice; and by the personal influence of Queen 
Victoria and of Gladstone, and other public men. 

These and similar influences have co-operated with technical 
progress to enlarge the scope for the beneficial intervention of 
Government since Mill’s death even more than during his long 
life. Government has now many new large and subtle resources 
for finding out where it can do more harm than good. Partly 
through the co-ordination and mutual aid of the forces of central 
and of local authorities, it has a much increased power of putting 
into effective operation any decision at which it has arrived. 
And the people are now able to rule their rulers, and to check 
class abuse of power and privilege, in a way which was im- 
possible before the days of general education and a general 
surplus of energy over that required for earning a living. Thus 
we can now safely venture on many public undertakings which a 
little while ago would have been technically unworkable, or which 
would have probably been perverted to the selfish and corrupt pur- 
poses of those who had the ear of Government. But on the other 
hand, this very enlargement opens out so many and so 
arduous new public duties that no Government, not even the 
German, can nearly catch up the work that is specially its own. 
Thus a new emphasis is given to the watchword, Laissez 
faire :—Let everyone work with all his might ; and most of all let 
the Government arouse itself to do that work which is vital, 
and which none but Government can do efficiently. 

For instance, public authorities are just beginning to awake 
to the urgency of their duties with regard to mapping out in 
advance the ground plans on which cities should expand—a 
task more vital to the health and happiness of coming genera- 
tions than any others which can be accomplished by authority 
with little trouble, while private effort is powerless for it. So 
I ery, ‘‘ Laissez faire :—Let the State be up and doing’”’; let 
it not imitate those people who have time and energy enough 
to manage their neighbours’ households, while their own is 
always in disorder. 

Again, let the Legislature cease to pass any Bills the true 
meaning of which is avowedly uncertain and must be declared 
by the courts of law; for such laws hamper constructive enter- 
prise, and give an undue advantage to those who can afford 
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the expense of one or more appeals. Let public authorities 
provide building laws and bye-laws which are effective for all 
social purposes, and yet so well thought out and so elastic that 
no one is compelled to put up walls much stronger than is neces- 
sary for his purposes, in order that the automatic working of 
general rules, unaided by the use of brains on the part of the 
authorities, may secure adequate strength for other buildings 
under different conditions. Such reforms do not require any 
considerable increase of public budgets. But they require 
that Government should obtain its fair share of the 
growing intelligence of the country, and that this intelligence 
should be concentrated intensively on work which none but 
Government can do, and that it should not be spread 
out thinly and carelessly on any social service that is 
needed. It is more necessary now than ever to bear in mind 
that the State alone can order an adequate inquiry where agents 
betray their trust, or where fraudulent producers or dealers can 
outwit the consumer; and that no activities of its own that are 
not absolutely necessary should be allowed to interfere with its 
imperative duty to inspect and to arbitrate, for that cannot be 
discharged by anyone else, except it be the ever-ready writers 
in newspapers. Further, in the interest of the purity of the 
public service, it should abstain from putting its officials to work 
where their probity can receive but little external support, except 
from a system of checks and counterchecks so elaborate and 
cumbrous that many clerks are needed where one would suffice 
in private service. The increase of mechanical office work is 
one of the chief evils of large businesses, even under the com- 
paratively elastic régime of joint-stock companies: and it would 
be grievously increased if public servants were under ever- 
increasing temptations in relation to those very matters which 
evade the courts of justice, and in which they themselves alone 
can act as efficient guardians of business rectitude. 


Some illustrations of the anti-social influences likely to result 
from Governmental enterprise in matters where the private 
hand is competent for action and the hand of authority is 
needed to preserve purity. 


Let us look at some illustrations. The careless treatment of 
milk is an insidious cause of disease, which public authority has 
hitherto treated somewhat negligently. That is indeed one sin 
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against the true constructive doctrine :—Laissez faire; let the 
Government arouse itself to do energetically its proper work of 
educating British farmers up to the Danish standard, if not 
beyond ; and of enforcing sanitary regulations in critical matters 
such as this. No doubt, under present conditions, it may be right 
to organise municipal depéts to provide specially pure and appro- 
priate milk for those infants whose mothers cannot give them 
their natural food. But the function of such depdéts is purely 
educational : they ought soon to make way for enlightened free 
co-operation under stringent public supervision. High collec- 
tivist authority openly advocates them as the thin end of the 
wedge for pushing all private producers out of the milk trade. 
But this would seem to be anti-social. For it would close a 
suitable career to many men who were learning the elementary 
principles of enterprise in a simple business: and it would 
increase the glaring disproportion between the work that is 
required of municipal councils and the number of hours which 
they could give to it; even if they had no private businesses of 
their own to add to their burdens ; and if they were not compelled 
to pay attention to appropriate means for conciliating the favour 
of their constituents against the next election. 

The milk supply is a relatively simple affair. But Govern- 
mental intrusion into businesses which require ceaseless inven- 
tion and fertility of resource is a danger to social progress the 
more to be feared because it is insidious. It is notorious that, 
though departments of central and municipal government employ 
many thousands of highly-paid servants in engineering and other 
progressive industries, very few inventions of any importance are 
made by them : and of those few nearly all are the work of men, 
like Sir W. H. Preece, who had been thoroughly trained in free 
enterprise before they entered Government service. Govern- 
ment creates scarcely anything. If Governmental control had 
supplanted that of private enterprise a hundred years ago, there 
is good reason to suppose that our methods of manufacture now 
would be about as effective as they were fifty years ago, instead 
of being perhaps four or even six times as efficient as they were 
then. And in that case, if the population of the country 
had grown to forty-three million, it is probable that the total 
real income of the country would be about half what it is now; 
and that, if divided out equally among all families, it would yield 
less than the average healthy bricklayer or carpenter now earns. 
It has been well said that if all the material wealth in the world 
were destroyed by an earthquake, leaving only the land, know- 
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ledge, and food enough to sustain life till the next harvest, man- 
kind would in a generation or two be nearly as prosperous as 
before ; but if accumulated knowledge were destroyed, while the 
material wealth remained, several thousand years might be needed 
to recover lost ground. 

And yet while Governments are being thus urged in the name 
of collectivism to an anti-social destruction of the springs of 
knowledge, a public engineering venture can often make a brave 
show. For it annexes the best products of that free enterprise 
which it is stifling. Its vast resources enable it to buy the most 
up-to-date plant, and to be for the time at least ahead in this 
respect of some of the very businesses whose brains it is picking. 
It calls attention to its accounts, and they show a profit. The 
ordinary observer neglects the fact that in equity every business 
of such a form as to be unlikely to make inventions of its own, 
ought to pay a subsidy to those whose ideas it is turning to 
account. And he neglects the fact that, when a Government 
undertaking becomes obsolete, its accounts drop silently away. 
There is, indeed, grave doubt whether those of its under- 
takings which have no exclusive monopolistic advantage would 
show a fairly good return on the aggregate capital invested in 
them, if their accounts were made out on the same complete and 
rigorous system that is required of private business. 

A Government could print a good edition of Shakespeare’s 
works, but it could not get them written. When municipalities 
boast of their electric lighting and power works, they remind 
me of the man who boasted of ‘‘ the genius of my Hamlet’’ when 
he had but printed a new edition of it. The carcase of municipal 
electric works belongs to the officials ; the genius belongs to free 
enterprise. 

I am not urging that municipalities should avoid all such 
undertakings without exception. For, indeed, when a large use 
of rights of way, especially in public streets, is necessary, it is 
doubtless generally best to retain the ownership, if not also the 
management, of the inevitable monopoly in public hands. I am 
only urging that every new extension of Governmental work 
in branches of production which need ceaseless creation and initia- 
tive is to be regarded as primé facie anti-social, because it retards 
the growth of that knowledge and those ideas which are incom- 
parably the most important form of collective wealth. 
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Social disaster would probably result from the full development 
of the collectivist programme, unless the nature of man has 
first been saturated with economic chivalry. 


I venture to think that the able and high-minded leaders of 
modern collectivism lay too much stress on the technical superi- 
ority of their schemes over those of the earlier Utopian Socialists 
and communists. That superiority is indeed beyond question. 
The earlier ventures, and some even of the more recent experi- 
ments in America, disdained the use of modern machinery in the 
field and in the workshops. They held aloof from great world 
markets, and they applied almost primitive methods to satisfy little 
more than primitive needs. They recognised no private property 
even in house-room and furniture ; they allowed no scope for in- 
dividuality in taste or in the minor affairs of life; they arranged 
that everyone should share equally in the joint produce of the 
labour of all; or, if there was any discrimination, it was only 
that which, within the limits of a family subduing the prairie, 
allots the hardest work to the strongest and sturdiest members, 
and assigns to an ailing daughter or sister the choicest food, and 
the seat nearest to the window in summer and that nearest to 
the fire in winter. There was neither the opportunity nor the 
largeness of insight and foresight needed for a classification of 
workers according to their faculty, combined with special com. 
pensation in shortness of hours or otherwise for those who did 
specially difficult or specially disagreeable work, and so on. 

Modern collectivists claim that their schemes are free from all 
these narrownesses. With earnest emphasis, though perhaps 
with insufficient appreciation of the difficulties of the problem, 
they foreshadow more or less distinctly a finely-woven texture, in 
which the warp of unified central authority and ideas is crossed 
by a weft of departmental responsibility and free play in 
detail. They point to administrations such as that of the 
Prussian railways, where attempts have been made, on lines 
which have been worked out more thoroughly by giant businesses 
in America, to devise opportunity and incitement for free spon- 
taneity on fhe part of each successive grade of officials down to 
the lowest. They avow themselves to have a loyal zeal for in- 
dividuality ; and some of them have even followed John Stuart 
Mill in his passionate cry that occasional solitude is so necessary 
for the health of man’s spirit that a world from which it was 
crowded out would be already half dead. In view of this tech- 
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nical contrast between the old and the new, it may seem at first 
sight that the failures of Socialistic enthusiasts in the past have 
no lesson of warning against the schemes which now hold the 
field. But I venture to think that a closer view suggests the 
contrary. 

For many of those Utopias were almost ideally perfect ex- 
periments for the purpose of investigating how much economic 
chivalry there is in the breast of the common man—that is, of 
the man who is not endowed with the qualities of leadership. 
And the results proved, I think, conclusively that in the common 
man jealousy is a more potent force than chivalry. The imme- 
diate cause of the failure of those Utopias seldom lay in their 
technical deficiencies. It lay rather in the belief on the part of 
some of the members that others were doing less than their share 
of hard and disagreeable work, or were getting insidiously more 
than their share of the comforts and amenities of life. Those 
who were dissatisfied could not easily move into a neighbouring 
business and find their level there ; for that would have involved 
the abandonment of those hopes and ideals which had attracted 
them to the movement, and for which some of them had made 
sacrifices. Their discontent had not the wholesome outlet which 
a freedom of movement affords to most people in the modern 
world. So it remained under the surface, and festered, till at last 
the whole society was full of sores, and the end came. This 
was, in fact, the experience of almost every if not every such 
scheme, except a few in which an ardent devotion to some par- 
ticular religious creed, positive or negative, completely dominated 
their lives and thoughts. In those exceptional societies material 
comforts counted for little, and personal jealousies could be 
stilled by the counsel and authority of the leaders whom they 
reverenced as prophets, raised above the ambitions and the 
temptations of ordinary life. 

In Germany the dominion of bureaucracy has combined with 
other causes to develop a bitter class hatred, and to make occa- 
sionally social order depend on the willingness of soldiers to fire 
on citizens; and the case is, of course, much worse in the even 
more bureaucratic Russia. But under collectivism there would 
be no appeal from the all-pervading bureaucratic discipline. A 
man would often think himself unfairly treated : he would be- 
lieve that others were contributing less to the common fund than 
he was, and were, through favouritism or even corruption, draw- 
ing more from it; and such a man would, if possible, flee to a 
country where free enterprise still flourished. But if there were 
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no such haven, his disquiet would grow; obedience to authority 
would be given unwillingly ; and if the discontented were to be 
kept to their work by force, the resulting tyranny would need 
to surpass all previous records in minuteness of detail and in 
the destruction of everything that makes life worth living. 

I submit, therefore, that if collectivism is to work even fairly 
well, there must be ample provision for enabling anyone who 
thinks his lot unduly hard to find relief in some way that has not 
as yet been discovered. It is true that ingenious suggestions 
have been made for automatically regulating the work and pay 
in different occupations under a collectivist régime. They are 
perhaps not likely to approve themselves to anyone who has fol- 
lowed closely the working of co-operative or ‘‘ competitive ”’ 
businesses. 

Let us, however, suppose, for the sake of argument, that 
some workable scheme to this end could be devised. We are 
then brought face to face with the difficulty already suggested that 
those improvements in method and in appliances, by which man’s 
power over nature has been acquired in the past, are not likely 
to continue with even moderate vigour if free enterprise be 
stopped, before the human race has been brought up to a much 
higher general level of economic chivalry than has ever yet 
been attained. The world under free enterprise will-fall far 
short of the finest ideals until economic chivalry is developed. 
But until it is developed, every great step in the direction of 
collectivism is a grave menace to the maintenance even of our 
present moderate rate of progress. 


The social possibilities of economic chivalry on the part of indi- 
viduals and the community as a whole under existing insti- 
tutions. 


To conclude :—There is much more economic chivalry 
in the world than appears at first sight. The most important 
and progressive business work is scarcely ever without a large 
chivalrous element, and is cften mainly dominated by chivalrous 
motives. But there is also much getting of wealth that is not 
chivalrous, and much expenditure that has no touch of nobility. 
To distinguish that which is chivalrous and noble from that which 
is not, is a task that needs care and thought and labour; and to 
perform that task is a first duty for economists sitting at the feet 
of business men and learning from them. An endeavour should 
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be made so to guide public opinion that it becomes an informal 
Court of Honour: that wealth, however large, should be no 
passport to social success if got by chicanery, by manufactured 
news, by fraudulent dealing, or by malignant destruction of 
rivals; and that business enterprise which is noble in its aims 
and in its methods, even if it does not bring with it a large 
fortune, may receive its due of public admiration and gratitude, 
as does that of the progressive student of science, or literature, or 
art. 

The discriminating favour of the multitude at Athens and 
Florence gave the strongest stimulus to imaginative art. And if 
coming generations can search out and honour that which is truly 
creative and chivalric in modern business work, the world will 
grow rapidly in material wealth and in wealth of character. Noble 
efforts could be evoked ; and even dull men would gradually cease 
to pay homage to wealth per se without inquiring how it had 
been acquired. Wealth-getting by sordid means would not win 
its way in society, nor in popular favour; and no political com- 
mittee, however devoid of high sentiment, would be short-sighted 
enough to follow a recent example in choosing a candidate who 
had been proved judicially to owe much of his wealth to base 
means. Sordid practices would then prevent wealth from yield- 
ing that social éclat for which sordid men chiefly prize it, and 
would go out of favour with men of ability and common sense, 
however devoid of high principle. 

The chivalry which has made many administrators in India, 
Egypt, and elsewhere, devote themselves to the interests of the 
peoples under their rule is an instance of the way in which 
British unconventional, elastic methods of administration give 
scope for free, fine enterprise in the service of the State; and 
it atones for many shortcomings in forethought and organisa- 
tion. Again, because the dead hand of bureaucracy has stretched 
but a little way into her affairs, this country is able to call 
together voluntary committees of men trained in strenuous pri- 
vate enterprise, who freely give good general guidance in some 
large matters, such as London transport systems and army ad- 
ministration ; and this, again, is a form of chivalry in work which 
has great potentialities for good, and which it is the business of 
economists and others to study and to praise. 

Gradually, it may be hoped, public opinion may be worked 
up to the point at which a rich man who lives idly will be 
despised. The increasing strenuousness of life which shows 
itself in sport may find an ever-increasing vent in solid work for 
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the public weal. As President Eliot suggests, rich men may be 
led to give themselves specially to tasks which require high 
faculties and responsible characters, but for which it is not easy 
to allot large salaries: they may, for instance, take work where 
an impecunious person, finding large streams of money passing 
through his hands, might be subject to temptations from which 
they would be free; and they may set themselves to public 
tasks which would prepare the way for progress in the future, but 
would not yield sufficient immediate fruit to secure liberal endow- 
ment from a democracy.? 

Thus chivalry in work would run into chivalry in using wealth. 
Expenditure for the sake of display, however disguised by an 
esthetic atmosphere, would be thought vulgar. He who devoted 
his energies to buying good pictures, especially by artists not yet 
known to fame, and gave them to the public at his death, if not 
before, would have reaped a good return from his wealth; and 
so would he who made his park beautiful, opened it to the public, 
and perhaps arranged for easy transport-to it from neighbouring 
industrial districts. 

Economic chivalry on the part of the individual would stimu- 
late and be stimulated by a similar chivalry on the part of the 
community as a whole. The two together might soon provide 
the one or two hundred million a year that appear to be available, 
without great pressure on the well-to-do, towards bringing the 
chief benefits which can be derived from our new command over 
nature within the reach of all. 

Equipped with such funds, the State could so care for the 
amenities of life outside of the house that fresh air and variety of 
colour and of scene might await the citizen and his children very 
soon after they start on a holiday walk. Everyone in health and 
strength can order his house well; the State alone can bring the 
beauties of nature and art within the reach of the ordinary 
citizen. But the chivalrous rich man could aid municipalities 
in such vastly expensive schemes as that of Miss Octavia Hill 
for gradually opening out several broad bands of verdure at 
different distances in and about every large town, and for con- 
necting by transverse avenues along which working men and their 
wives might stroll, while the children played round them, to a 
recreation ground. Again, he might help towards removing the 
reproach that the exceptional natural advantages which London 

1 Great Riches, 1906. Compare another recent memorable utterance from 


Harvard University—Professor Taussig’s address to the American Economic Associa- 
tion, Dec. 1905, on “‘ The Love of Wealth and the Public Service.” 
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derives from her great river with its high banks cannot be seen 
by the eye, but only by the imagination. These and similar calls 
would attract much of his resources while he was alive, and most 
of his means would go to public uses at his death. For the 
growing opinion that it is an ignoble use of wealth to leave 
large fortunes mainly to relations is reinforcing the perception 
by the rich that the inheritance of great wealth is seldom an 
unmixed good. Strong men are getting more and more to recog- 
nise that a deep full character is the only true source of happi- 
ness, and that it is very seldom formed without the pains of 
some self-compulsion and some self-repression. Those who from 
childhood upwards have been able to gratify every whim are apt 
to be poor in spirit. 

The rich man would further co-operate with the State, even 
more strenuously than he does now, in relieving the suffering 
of those who are weak and ailing through no fault of their own, 
and to whom a shilling may yield more real benefit than he 
could get from spending many additional pounds. He would 
contribute towards the costly organisation needed for helping 
and compelling those who, through weakness or vice, have lost 
their self-respect, either to reform their own lives, or, at all 
events, to cease to drag their children down with them. He 
would, by increased voluntary service, aid the State to abandon 
the unworthy plea that even a rough discrimination between 
the just and unjust is so difficult and would require so large 
an outlay that the same measure must be meted out to all who, in 
old age or before it, are in urgent need of assistance. Under such 
conditions the people generally would be so well nurtured and 
so truly educated that the land would be pleasant to live in. 
Wages in it would be high by the hour, but labour would not be 
dear. Capital would therefore not be very anxious to emigrate 
from it, even if rather heavy taxes were put on it for public 
ends: the wealthy would love to live in it; and thus true 
Socialism, based on chivalry, would rise above the fear that 
no country can move faster than others lest it should be 
bereft of capital. National Socialism of this sort might be 
full of individuality and elasticity. There would be no need 
for those iron bonds of mechanical symmetry, which Marx 
postulated as necessary for his ‘‘ International ’’ projects. 

If we can educate this chivalry, the country will flourish 
under private enterprise. Or, should collectivists succeed in 
showing that human nature had at last been so firmly based in 
chivalry that their great venture might be tried without running 
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violent risks, some other civilisation than that which we can now 
conceive may take the place of that which now exists. It may, of 
course, be higher. But those who believe that all the commerce of 
the world will ere long be carried through the air should make a 
few aeroplanes carry heavy cargoes against the wind before they 
invite us to blow up our railway bridges. For similar reasons 
it seems best that the difficulties of collectivism should be 
studied much more carefully, before the scope for creative enter- 
prise is further narrowed by needlessly intruding collective ad- 
ministration into incustries in which incessant free initiative is 
needed for progress. 

Thus the end before us is a great one. It calls for steady, 
searching analysis, and for a laborious study of actual conditions. 
Economists cannot do it alone. Perhaps it may be found that 
their share in it will not be large, but I myself believe it will be 
very large. I submit, then, that a most pressing immediate call 
on us is to associate in our own minds and those of others 
economic studies and chivalrous effort. - - 

ALFRED MARSHALL 








LAND VALUE TAXATION AND THE USE OF LAND.! 


THE rates are one of the highest and the worst taxes under 
which Englishmen and English industry have ever groaned. Our 
present crude method is to treat land and the buildings and 
improvements on land as if they were one and the same in 
nature. We call them both ‘‘real property,’ and think it 
makes them the same so to call them. And then we clap the 
same taxation on the combined values. The consequence is 
that there is a tax of 2s. or 4s. in the £ in the country, and 
from 6s. to 12s. in the towns, on every improvement in the 
soil, on every farm building, on every inhabited house and 
cottage in the land, on every mill and factory, on every enter- 
prise which any man starts. It might be supposed to be a 
virtue in a Scotch farmer to take up derelict land in Essex, spend 
money on it, and farm it with exceptional skill. But the moment 
he does so, we check his enterprise by putting a high rate upon 
him, which is increased with every improvement he puts upon 
the land. In the same way in our towns a manufacturer doubles 
his mill and employs more hands, and we at once double his 
taxation in proportion to his industrial activity. Or a country 
landlord builds decent cottages instead of hovels for his labourers 
in the old village. We at once double the rate upon them in 
order to warn his less philanthropic fox-hunting neighbour not 
to be such a fool as to imitate him. Or an enterprising builder 
wants to put up a new row of houses by the new tram-line ; 
he has to calculate that, besides recouping himself for the cost 
of labour, of material, and of the land (of which more anon), 
he will have to consider whether there will be tenants who can 
afford to pay half the whole annual value of the house in rates 
every year. So necessarily he decides to erect houses of half 
the value and comfort which he would otherwise build in order 
that the wage and salary of the tenant may cover the rate. 

Mr. Charles Booth, whose chapter on the ‘‘ Rates and the 

1 Read before the Congress of the Royal Economic Society. 
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Housing Question in London” is, I think, the most lucid ex- 
position of the question yet written, puts it in one pithy 
sentence :— 


‘* When for the advantage of the consumer, and in the interest of 
the towns and of trade, the food of the people was relieved of a 
large part of the taxation it had borne, it seems to have been over- 
looked, or not fully foreseen, that the houses that the people lived 
in were, or would come to be, even more heavily taxed than their 
food had ever been, and that free internal development would be 
hindered by the peculiar incidence of this burthen.’’ 


The analogy with the bread-tax is perfect. If bread is taxed, 
bread becomes more expensive, some have less bread, the poorest 
starve. We tax houses at the rate of half their annual value. 
Houses therefore become more expensive; good houses are out 
of the reach of more people; the poorest are starved in house- 
room—that is to say, they are overcrowded. 

Now, whether municipalities are extravagant or not, it is 
clear enough that the accumulated wealth of England, and 
especially of our towns, has increased so enormously during the 
very period of the great rate expansion that the amount of our 
present rates ought not to overwhelm them. The question is 
whether we ought to raise all that money in a way that checks 
industry and lowers the standard of comfort, sapping the re- 
sources from which we have ultimately to raise the taxation. 

What we propose to do is, in fact, to make the rates a rent- 
charge which will be the first charge on all land in exact pro- 
portion to its selling value. That portion of the assessment 
which at present represents houses, industrial undertakings, and 
improvements of all kinds will cease to bear taxation. The re- 
mainder, which will represent land value alone, will bear the 
whole of what is now borne by land and buildings in common. 

It is, however, not always understood how great this change 
will be. ‘‘Is it not merely,’’ I am sometimes asked, ‘‘ a change 
in name? Will not a ratepayer, who now pays a rate of 6s. in 
the £ on an assessment of £200, merely pay in future 12s. on a 
land value assessment of £100?’’ In some cases this will, no 
doubt, be the case. But in many places the shifting of the burden 
will be considerable. Compare two properties, one in the centre 
of a town, and the other on the outskirts. Both are rated now on 
an assessment of £300. But the land value of the central site 
is £100 of the total assessment, and of the surburban one only 
£25. In the one case there is a building unworthy of the ex- 
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cellent site position. In the other case, a very good house is 
paying an enormous tax. The result of the new system would 
be that while the central site paid rather more, the site on the 
outskirts would pay greatly less. And this shifting of the pro- 
portion of rating from one property to another would be going 
on in varying degrees all over the country. To all ratepayers, 
relief would be given where the buildings and improvements on 
the land formed the greater part of the value. Where the land 
values were great, the proportion of taxation would be higher. 
And yet there would be gain even to those who had to pay more. 
For they would know that, however much in future they might 
improve their land and put it to more profitable use, they would 
not, as now, suffer from an increase of taxation. 

But there is another and most important direction in which 
the new system would have a deep and far-reaching effect. The 
price which has to be paid for land is a first consideration common 
to every industry which has to commence in our country. Upon 
what terms is land obtainable in this country? ‘Land has one 
peculiarity which does not appear in any other commodity. The 
seller need never sell unless he pleases. Private reasons may 
impel him to realise the value of his land. He may have a 
public motive for parting with it. Or he may think it worth his 
while not to hold it any longer. But while other commodities 
have cost something to produce, and will deteriorate if unused, 
land has cost nothing to produce, and does not deteriorate in 
permanent value owing to the action or inaction of the owner. 
Now the irregular impulse to sell or use land depending on the 
whim or necessity of the owner creates the formidable situation 
that it is impossible to secure that an increased demand for land 
shall bring land into the market. Consequently, we find the 
excessive prices for land, which are the rule wherever the build- 
ing hunger exists. If there is a demand for more beer, or the 
consumption of cotton expands, the price of beer and cotton 
may momentarily rise; but before long so much more beer and 
cotton are produced that the prices fall again. With land it is 
not so. The increased demand for land causes no greater pro- 
duction of land; it positively diminishes the quantity available. 
And as there is no impulse to the owners to part with it except 
their whim or greed, the price rises ten, twenty, a hundred-fold 
before the point is reached at which they are willing to meet the 
demand. 

One year some fields at a short distance from a rising town 
will be let as farm land, and will have an agricultural value, and 
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no more. Five years later the town will have spread, and 
although those fields are still let for £2 an acre, their selling 
value is no longer from £30 to £50, but £100. The demand of 
the approaching town has begun. Does the owner sell? Not 
a bit. He tells his agent to wait. He holds on, and would 
scream confiscation if anyone suggested that he ought to be 
induced to part with his property at only twice the value it 
could have fetched five years before. His rates, too, remain 
the same, calculated on the agricultural value. 

Another five years pass. The needs of the town are bounding 
up. Streets have straggled out to the edge of the property, and 
trams a quarter of a mile further down the road. Still he gets 
£2 an acre. Still he pays the same rate. But he could sell 
the land to-day at not £100, but £1,000 an acre. Not he. He 
sees that Mr. Podgers, at the other end of the town, who waited 
until the Houses had flowed all round his two acres, sold for 
£1,500 an acre only six months ago. The agent is told to wait 
for the same price. Meantime, industries are- being checked 
because they cannot pay the prices, which are thirty times the 
agricultural price. The builders cannot get land. While the 
slums in the centre of the growing town are yearly packing 
closer with poor human beings whose rents are increasing and 
whose house-room is decreasing, my lord’s agents will not let 
the land go under £1,500. Suddenly the community gets the 
land into the market. The agent has orders to sell at anything 
above £900. He gets £1,050 an acre. But why this change of 
policy in the owner? Had he suddenly become struck with the 
misery of the slums, and had he a first dim consciousness that 
he was himself responsible for no more houses being built? Not 
a bit. His daughter had become engaged to a neighbouring 
landlord, and his son had “‘ blued ’’ a couple of years’ allowances 
at Monte Carlo, and he therefore was pressed for cash, and 
determined to realise. So the town got his land what he would 
call cheap. 

Now the question which is rising in the minds of many 
people is why the community should not be able to get the land 
at a little over the agricultural value, say at £80 or £100 an acre. 
All the increase is due to the growth of the town, not to the 
owner. It is not confiscation to compel him to use his land 
to the best purpose. That he should not do so is a grave dis- 
advantage to the community. 

Therefore it is that the towns are demanding that all land 
shall be rated on its selling value instead of the actual value at 
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which it is let. For the owner will not long keep the land in a 
condition which produces to him only £2 an acre if he is taxed 
on a capital value of £200 an acre, requiring him to pay as 
much or more in rates than he gets in return from the land. 
Yet where does the unfairness come in? For he could sell or 
let any day that he pleased for building purposes. The only 
impediment is his own will. It is proposed to manufacture the 
will in him by taxation. 

It is not, however, uncommon to hear the argument urged : 
‘* How can you say that there are not enough houses at present, 
when there is no city in the kingdom where there are not 
hundreds or thousands of houses uninhabited to-day.’’ It, no 
doubt, is a melancholy fact that these houses should be unused. 
There are subordinate reasons, such as the drift of population 
and the shifting of industries. Sometimes a quarter is deserted 
by the class for whom the houses are especially suited. But 
the chief reason is in our blundering rating system. ‘The rents 
asked are out of the reach of the population who need the houses, 
because of the excessive local burdens upon all buildings. But 
the additional inducement is given to the owner of a house to 
keep it empty if he finds it difficult to let it at a rent which 
he judges reasonable. For the moment the house becomes empty, 
no rates are charged upon it. So, if a wholly unsuitable house 
has been built which no one would think of occupying at a 
rent which will cover the outlay on its erection, it may remain 
empty for any length of time, however much the site may be 
suitable for another class of house; but this inducement to keep 
houses empty would be at an end under the new rating system. — 
The land value rate would have to be paid whether the house 
were let or not. The immediate result would be the letting 
at lower rents of the houses now standing empty, or the disposal 
of them to other persons who would erect profitable dwellings 
upon their sites. 

Though every Bill which has hitherto been discussed in 
Parliament has been confined to urban areas, there is no reason 
why, if the economic argument is sound, the rural districts of 
England should not share the advantages of the new system. 

In every case where a rural landlord from insolvency, want 
of enterprise, game-preserving mania, or whatever other motive, 
fails to put his land to the best use, under our present system 
his assessment for rates is correspondingly lower. Someone else, 
as in the towns, has to pay. The burden falls more heavily 
on the man who is making the most of the land. His land 
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may be intrinsically worth no more or even less than the neglected 
estate. But he will have to pay the penalty for the failure of 
the bad landlord by higher rates on his buildings and improve- 
ments. 

It appears to me, indeed, that an alteration of the rating 
system lies at the root of the question which is troubling the 
minds of everyone to-day—the exodus of the population from 
rural England. The sniall manufacturer who is just starting a 
precarious venture and would prefer the country to the town is 
at the mercy of the landlord, who will rarely part with his land 
in small quantities in the country for industrial purposes. But 
if the land all down our railways were rated on its selling value, 
landlords would not dare to refuse any reasonable offer made by 
a manufacturer for convenient land, because the next rate-book 
would show a rise in their assessments more or less according 
with the sort of offer which had been made to them. The manu- 
facturer would not have to wait for the Garden City Company 
as intermediary to get his land. We cannot prophesy, and we 
can only very vaguely direct the way in which rural England 
might be repeopled from the cities. But we can create the 
conditions under which it might occur. It can never occur until 
the land is tolerably free to change hands wherever any man 
or community of men present themselves who offer to put it to 
fuller use than it is used for now. The growth of a race of 
small-holders, of village industrialists, of fruit-growers, or of any 
new class such as might re-people the country, must necessarily 
be slow and tentative. Just because it is tentative, it cannot 
make headway against the enormous original disadvantage of 
the land monopoly. I do not for a moment suggest that all the 
secret of the future lies in one great change, but it has increas- 
ingly impressed itself upon my mind that nothing would do more 
for England economically than to alter the fundamental relation 
of the landlord and the community. Now the community has 
to wait on the will or the need of the landlord. We require an 
automatic system by which the landlord will become as anxious 


to offer his land for use as the community are to use it. 
CHARLES T'REVELYAN 


D2 








THE PROPOSED RELIEF OF BUILDINGS FROM 
LOCAL RATES.' 


I HAVE chosen the relief of buildings from assessment to local 
rates for my special subject in this conference, because that 
appears to me to be the demand on which the site-value taxation 
movement is concentrating. In the heat of political controversies 
economic ideas gradually improve, and I think it is pretty clear 
that the old belief that something could be got for the occupier 
by preventing him from agreeing to pay the rates levied on the 
property he occupies is very nearly exploded even among the 
most backward thinkers. The proposal for making this kind of 
contract impossible does indeed still linger in the very latest 
bills for land-value taxation, but we may, I think, expect it to 
be modified till it becomes meaningless, if it is not omitted 
altogether. Under the Bills of a year or two back a lessee who 
had made a good bargain by taking at a low ground-rent a plot 
which subsequently rose largely in value could have deducted 
from his ground-rent more than the ground-rent, and, therefore, 
have made his landlord pay him something. This absurdity was, 
of course, never intended, and has now been dropped. It is still 
proposed that the lessor’s income should be liable to indefinite 
reduction by the rise in the poundage of the rates which may 
reasonably be expected to take place as it becomes convenient to 
supply more services from a central local station and without 
charging for them by actual measurement of the quantity taken. 
But this proposal also will soon be seen to be absurd and only 
likely to kill the system of letting on long leases for fixed sums, 
and to substitute leases for sums growing with the site-value.? 


1 Read before the Congress of the Royal Economic Society. 

2 At present, when a landowner lets a plot of ground, he asks the lessee to con- 
tract to pay, say, £2 annually for ninety-nine years, and gets no advantage from 
any rise in the site-value till the end of the ninety-nine years. Under existing 
conditions it would be too difficult and expensive to arrange for a ground-rent 
increasing with the site-value. The establishment of a periodical valuation of site- 
values, carried out at the expense of the rates, will change all that, and it will be 
the simplest thing in the world to let land, not for a fixed sum, but for the site-value 
as determined from time to time by the valuation list in force. Under this arrange- 
ment, if the ground landlord is made subject to increasing rates, he will in ordinary 
prosperous circumstances have an increasing ground-rent out of which to pay them. 
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We may expect it, too, to be dropped and to be replaced by a pro- 
vision that the lessee may deduct only the amount payable at the 
time the lease was made, which will make no difference to any- 
one. So I intend to confine myself to the only substantial part 
of the programme as now conceived, the proposal to alter the 
whole basis of local taxation by exempting buildings. 

Before considering the advantages attributed to a proposed 
alteration in an institution, it is always well to endeavour to 
ascertain how the institution came to be established in its exist- 
ing form, and why it has so far continued to exist. Let us 
begin by asking, then, why buildings are rated at present, and 
why the plan of rating them has been found at any rate en- 
durable as long as it has. In a little book which I wrote ten 
years ago I endeavoured to show, and I think succeeded in 
showing, that it is wrong to regard the English rating system 
as having been historically based either exclusively on the prin- 
ciple of taxation according to ability, or exclusively on the prin- 
ciple of payment according to benefit or cost of service rendered. 
Local taxation was and is raised for many different purposes, and 
for some of these purposes the principle of ability, and for 
others the principle of benefit, rightly appeared to men’s minds 
the most appropriate. The practice of levying rates in propor- 
tion to the annual value of the whole of the fixed property within 
the locality, and omitting all other sources of income, is, of 
course, flagrantly in disagreement with the principle of taxation 
according to ability. It established itself for the purpose of 
poor relief, in spite of the law and the law-courts, because of 
the practical impossibility of dividing up other sources of income 
between the various localities, a problem with which the States 
of the American union are still blindly struggling. But its exist- 
ence for some purposes, long before the poor-rate was ever 
thought of, and its adoption in modern times for a vast number 
of expensive services rendered by modern local authorities, is 
due to the fact that for these purposes it is approximately in 
accardance with payment according to benefit. A man with 
a big farm is likely to get more use out of the roads than a man 
with a little one; a man with a big house is likely to produce 
more work for the drains and the dust-carts than a man with 
a small house, and so on. Of course, the standard of annual 
value is not an absolutely accurate one. It is not even so ac- 
curate as the system of charging for tramway rides by penny 
stages, and it is much less accurate than the system of charging 
for gas by number of cubic feet consumed. But some of the 
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services, such as watching, cannot be measured out to the con- 
sumer by any known method, and others, such as road repair, 
cannot be measured even roughly without enormous expense (as, 
for example, by turnpikes and tolls). For these it is absolutely 
necessary to adopt some conventional standard, and assume that 
the services obtained by the contributor will be nearly, at any 
rate, in proportion to that standard. In the course of last 
century the standard of annual value was considerably modified by 
allowances to certain classes of property. The Lighting and 
Watching Act of 1833 provided that buildings and their sites 
should pay three times as large a rate for the purposes of the 
Act as agricultural land, and the Public Health Act of 1848 
followed this precedent by enacting that agricultural land, rail- 
way lines (but not stations), and canals should be assessed at 
only one-fourth of their full annual value. This scheme regulates 
the levy of the greater part of rates in English towns at the 
present day. The Agricultural Rates Act extended the principle 
to the remainder of urban rates and to the whole of the rural rates 
by providing that agricultural land (but not farmhouses) should 
be assessed at half its annual value for all ordinary rates except 
those for which it was already assessed at a quarter. 

The reason given for these modifications of the general rule 
of contribution according to annual value of premises occupied, 
was that annual value as modified is more in proportion to 
the amount of service rendered by the local authority to the 
occupiers of the different classes of property. The fact that 
it was put forward shows that it had become recognised that, 
whatever the historical origin, the economic justification of the 
continued existence and of the further application to modern 
services of the system of contribution according to annual 
value is that it approximately apportions payment to service 
rendered. It was considered that occupiers of agricultural 
land received less per pound of rateable value than occupiers 
of buildings, and so the allowances were introduced. The 
principle is the same as that followed in the ordinary scales 
of charges for domestic water supply, which diminish in their 
percentage on the rateable value as that value increases, the idea 
being that the houses of high value take less water per pound 
of rateable value than those of less value.! 

T shall not give my own opinion as to how near the existing 


1 The idea, probably erroneous in these days of fixed baths and hot-water supply 
to sculleries and pantries, was doubtless correct at the time when it made its way 
into favour, Fire insurance payments are analogous, 
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scale of charges comes to apportioning payment to service. What 
I am concerned with is the principle of rating buildings, not 
the exact proportion in which they should be rated. It does 
not matter for the present purpose whether buildings worth £100 
a year cost the local authority four times as much, or only twice 
as much as agricultural land worth £100 a year, nor whether a 
house worth £1,000 a year costs ten times as much, or only 
seven times as much asa house worth £100 a year. These are 
merely details of the application of the principle. It is sufficient 
for me if it is admitted, as everyone must admit, that the 
addition of buildings to bare land increases the expenses of the 
local authority, and that the increase is greater the greater the 
value of the building of any particular class, no matter whether 
the increase of expense is in exactly the same or in a somewhat 
greater or smaller proportion than the increase of value. If 
this is admitted, the rating of buildings is a means for making 
people pay in proportion to what they get. It is an old proverb 
that he who pays the piper should call the tune, and it is equally 
true that he who calls the tune should pay the piper. If a 
building is erected, whoever uses it will receive along with it a 
vast number of important services which are necessary for his 
health and comfort, and for the proper carrying on of his busi- 
ness. As it is inconvenient or impossible to measure these out 
to him as gas is measured, he is asked to pay a contribution 
based on the proportion which the annual value of the premises 
he occupies bears to the whole annual value of all the premises 
in the district. What can be more reasonable or more economical ? 

No one, whether individualist or socialist, doubts that under 
existing circumstances payment according to service is in ordinary 
cases the most economical arrangement. When we go to the 
butcher’s or the baker’s we expect to pay for what we have. 
We do not go about complaining that charges for meat and 
bread are great discouragements to eating, and that therefore 
butchers and bakers should be relieved of income tax under 
Schedule D, in order to reduce the price of meat and bread. And 
if anyone should have the temerity to say that buildings are 
more praiseworthy articles than bread and meat, I would retort 
that all the same everyone seems to think it quite reasonable 
that people should pay for their own carpets in proportion to 
the quantity and quality of carpet they take. Everyone who 
is going to occupy a house considers the cost of carpets. Has 
not Mr. Chiozza Money demonstrated that yard for yard the 
land of England is not quite worth the price of good linoleum? 
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No one proposes that this discouragement to building should 
be removed. Supposing it became convenient that housemaid- 
ing should be performed by the municipality, as it already per- 
forms street-cleaning and watering, would anyone see anything 
outrageous in a proposal that the cost should be contributed by 
householders in proportion to the service they required? and, if 
the municipality endeavoured to clean all houses equally, would 
it be outrageous to collect contributions in proportion to the 
size of the houses? I have not even heard that anyone par- 
ticularly objects to the charges for water varying with the size 
of the house, and if the charges for bringing clean water to a 
house may rightly vary with the size of the house, why not also 
the charges for taking away the same water after it has been 
made dirty by use? Even the New Zealanders have not been 
able to answer that question, and have consequently excepted 
sewage rates along with water rates from the unimproved land- 
value rating scheme which they have recently adopted over a 
large portion of their country. 

We are now, I think, at last in a position to examine the 
probable effects of the relief of buildings from local rates. The 
immediate effects of the change need not trouble us much. The 
chief of them would be a transference of wealth from the owners 
of property of which the site constitutes more than the average 
proportion of the whole value, to owners of property in which 
the site forms less than the average proportion. The owners 
of typical property in the middle ring of a town would be un- 
affected; owners of built property in valuable central areas, 
owners of unbuilt land, and owners of built property where. owing 
to historical reasons, the buildings are not up to the standard of 
the neighbourhood, would lose, and all that they lost would be 
gained by the owners of built property in the outskirts or else- 
where in which the buildings are important compared with the 
site. In nearly all towns the central area belongs to a very 
large number of proprietors, and is used by them exclusively 
for business purposes; there is no reason to suppose that 
they could shift the new burden to their customers. It is 
difficult to make any generalisations as to the persons owning 
the other classes of property. There is no evidence that the 
persons to be benefited by the change are more numerous, more 
needy, or more deserving than those to be damaged. 

We may leave it to the politicians to estimate the justice 
or injustice of this mere transfer of wealth. Our business is to 
estimate the ultimate gain or loss to the community arising 
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from the working of the new system. The claim made on its 
behalf is that it would remove a discouragement to building, 
and therefore tend to diminish overcrowding. 

That it would remove a discouragement to building I have no 
doubt. It is seldom indeed that a tax on a particular commodity 
does not tend to discourage its consumption and production, and 
buildings are no exception to the general rule. In order not to 
lose ourselves in a maze of commercial transactions, let us make 
for the moment the perfectly legitimate assumption that all 
occupiers build and use their own buildings, as some of them 
actually do. Then let us ask ourselves why they do not build 
and use bigger buildings. Obviously because of the cost, not 
only of land and bricks and mortar, but also the cost of main- 
tenance, furnishing, and service of all kinds. Now in this con- 
tinuing cost rates form an element. No matter whether a man 
is contemplating a new building on fresh ground, or the re- 
building of an old one, or an addition to an old one, he has to 
take rates into account. It is no use to build anything or make 
any addition to an old building, unless it is such that an occupier 
will find it worth while to pay, not only for construction, but 
also rates. ‘There never is a man who sits down to reckon up 
the reasons for or against building who is not ‘‘discouraged’’ 
when he thinks of rates. Under the new system rates would 
still have to be paid, but the individual builder and occupier 
would no longer have to think of any rates, except those on the 
site of his building, and these would be affected only in an 
infinitesimal degree by anything he could do on that particular 
site. At present, if he puts up and occupies a big building on 
the site, and thereby puts the local authority to large expense 
in providing all sorts of services, he will have to pay large rates. 
Under the new scheme he would not pay directly a penny more 
if he put up and occupied a sky-scraper than if he put up and 
occupied a one-storeyed cottage. His site-value rate would only 
bear its small proportion of the extra cost to the local authority, 
and would be just as much increased by someone else erecting 
a skyscraper at the other end of the town. So, too, at present, 
if a man thinks of rebuilding and substituting a palace for little, 
old-fashioned buildings, or if he thinks of adding a storey or a 
wing, he has to reckon the additional expenditure in rates as 
one of the reasons against making the improvement; under the 
new system he would not. 

It has indeed been suggested that the increased building would 
increase the demand for land, so that the old discouragement of 
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rates would be replaced by a new discouragement in the shape of 
greater cost of land on which to put the buildings. There would 
be a good deal of force in this objection if buildings were only 
one storey high, and always covered the whole of their curtilage. 
It may be true that there are some central urban areas already 
so built up that it is impossible to put more building on them 
than there is at present without infringing bylaws and Building 
Acts. If these conditions were general, increased demand for 
buildings would involve an exactly equal increase of demand for 
land to build upon. But in fact the size of buildings does not 
vary exactly with the superficial area of their sites. Buildings 
have a third dimension and backyards, and all those of them 
which are modern houses of the well-to-do usually have gardens 
which, even when mere strips behind terrace houses, are bigger 
than the site of the house. Anyone who will take the trouble 
to examine a large-scale map of a modern town will soon be 
struck by the fact that the demand for land which has raised 
urban land value so much in recent years is largely, I might 
almost say chiefly, the result of increased desire and means to 
pay for low-built houses, detached or semi-detached, as the 
low-built house must necessarily be, and surrounded, or nearly 
surrounded, by a garden. If we bear these facts in mind we 
see at once that an enormous increase in the size of buildings 
would have to take place before the value of land could be at 
all seriously affected. 

I see, therefore, no reason to doubt that the proposed system 
would, as compared with the present one, offer a real and con- 
siderable encouragement to building. But is it desirable to give 
this encouragement? By very obvious means the State can 
encourage the production of any useful commodity. It does not 
ordinarily take these means, because it is recognised that the 
cost would be greater than the advantage gained. Would the 
cost of the proposed encouragement to building be less than the 
advantage? I think the answer is that the cost would be a 
great deal larger than the advantage. 

The proposed arrangement would have no tendency to cheapen 
building materials or building labour, but rather the contrary. 
The encouragement offered to building by freedom from rates 
would simply be given at the cost of the site-owners. It would 
obviously be very much greater in large towns where the 
expense of local authorities’ services is higher than else- 
where. In rural districts the amount of the services is 
much less than in towns. You cannot encourage a 
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farmer to enlarge his farmhouse by promising to free him 
from rates for dust collection. In small towns the services 
rendered may be the same as in great, but they cost less. The 
advantages of performing these services on a large scale are not, 
as a matter of fact, sufficient to counterbalance the disadvantages. 
The consequence is that the increase of buildings resulting from 
the change would take place almost entirely, perhaps altogether, 
in London and the great towns. As population and means are 
limited, if more of the increase is in great towns, less must 
necessarily be in small towns and rural districts—that is to say, 
the increase will be mostly where it adds most to the total 
cost of construction and maintenance. It will take place where 
the increase of buildings means an increase in their height, and 
where the cost of serving them with all the manifold conveniences 
provided for out of rates is greatest. The whole of this extra cost 
has to be paid for by the site-value owners, and the users and 
consumers of buildings will not get one halfpenny of it ; it is pure 
and absolute loss to the community. To-the community, as a 
whole, houses will not be cheaper, that is, obtained by less 
effort, because they are built in a more expensive manner, 
and are more massed in situations where it is more difficult to 
provide them with the usual conveniences. What is taken from 
site-values is simply slopped away in increased cost. 

The followers of Ricardo were apt to talk as if rent could 
not be wiped out. You might, they thought, transfer it from 
one person to another, or to the State, but not abolish it. Re- 
cently it has been observed that this is not quite true. Arrange- 
ments are conceivable which would have the effect of destroying 
rent by causing over-cultivation of the lands which, if not over- 
cultivated, yield a rent. It is clear that the rent of any land, 
however productive, could be wiped out by the simple process 
of enacting that whatever rent there was should be given to all 
who worked on it, and then admitting all workers who offered 
themselves. Competition would attract just such a number of 
workers as would reduce the advantage of working on that land 
rather than any other to nil; in technical language, returns 
would be diminished till the surplus or rent disappeared. Now 
if, instead of the land being thrown open to all workers who 
choose to come, it is let to a number of farmers in the ordinary 
way, but arrangements are made by virtue of which each farmer 
will be able to charge the aggregate rent of all the farms with 
the cost of some particular farming operations—say ploughing 
or harvesting—the net rent eventually reaching the owner will 
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be diminished, since each farmer, being able to get this work 
done for nothing, will use more of it than is consistent with 
the best possible working of the land. It is just that sort of 
arrangement which the exemption of buildings from rating 
would establish in regard to what we may call urban cultivation. 
Over-cultivation, in its urban form of over-building, is encouraged 
by the provision of free services paid for by taxation of sites 
only, and so the surplus in the form of site-value is diminished. 

The new building in the great towns would, of course, de- 
plete the rural districts, and so there would for a time be a 
cheapening of the price to be paid by people for living in, or 
otherwise using, buildings all over the country. But this would 
disappear after a while, when the rural and small town houses 
had sunk by decay or otherwise to meet the diminution of 
demand. In the end, site-values would have been diminished, 
and nothing gained. 

I suppose some will say that to diminish site-values is all 
they want. Well, I dare say the Hebrews enjoyed spoiling the 
Egyptians for its own sake, but they had the sense to combine 
that pleasure with the satisfaction of retaining the articles for 
their own use. They did not throw them into the Red Sea, to 
say nothing of making themselves ill by swallowing them. If 
the site-owner is such an objectionable person that he must be 
despoiled, let him be despoiled. Away with him, and let him 
never have a successor! But take his spoils, take them for 
education, take them for children’s meals, take them for the 
navy, take them for the army, if you can find nothing better, 
but do not cause them to disappear in over-building our great 
cities. JI think I hear someone say, ‘‘I care for none 
of these objects which you have mentioned. I don’t think 
much of education; I think children’s meals pernicious; 
I disapprove of the navy; I hate the army; and I 
don’t want any reduction of taxes; but I do want to house 
the poor. Won’t this scheme lessen the horrible evils of over- 
crowding?’’ I admit I am one of those who think that the 
destruction of the poor is their poverty, and that no subsidising 
of this or that particular commodity is likely to do very much 
good. The poor might perhaps distribute their means between 
different commodities better than they do, though I distrust the 
hasty asseverations of the well-to-do on the subject. But the 
real difficulty arises from the fact that their total means are too 
small. To subsidise particular commodities, even if they are 
as important as houses, is, in my opinion, a very feeble way of 
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increasing their total means. When the subsidy is confined to 
particular spots which are precisely those in which it is un- 
desirable that houses should be retained if already there, I think 
the policy becomes evidently absurd. The House of Commons 
of thirty or forty years ago had the idiotic idea that when once 
an area was overcrowded, it ought to remain so for all time. 
Consequently, Parliament and the Departments imposed on local 
authorities, and subsequently on railway companies, the obliga- 
tion to house on the same site all the poor who were dispossessed 
by improvement schemes, and to maintain accommodation for 
the same number in secula seculorum, and this obligation has 
only been partially relaxed up to the present time. In pursuance 
of this policy, thousands of, not the poorest class, but of a class 
one or two grades above it, are being kept, little children and 
all, in barrack dwellings within a few hundred yards of this 
room. ‘The Metropolitan Board of Works and its successor, the 
London County Council, subsidised these barracks (whether their 
own or belonging to dwellings companies and trusts) with sums 
equal to a large proportion, and sometimes nearly the whole of 
the value of the site on which they stand. The immediate 
pecuniary loss falls on the rates of London, diminishing site- 
value and, no doubt, discouraging building, in which last effect 
there is nothing to complain of, since if the State engages in 
overcrowding its towns, it is as well that private persons should 
be discouraged from assisting in the process. The plan is idiotic- 
ally wasteful. ‘‘The poor,’’ says the sciolist legislator, ‘‘ must 
live near their work,’’ and it never strikes him that if that is 
so, their work will go to them if they cannot come to it. The 
presence of these subsidised barracks makes it possible for work 
to be carried on in this neighbourhood which would otherwise 
have been moved out of London. A well-known medical officer 
of one of the boroughs has actually alleged that such dwellings 
are an imperial necessity in order that foreign and colonial 
visitors may be cheaply served in the great hotels, and should 
therefore be paid for from the taxes of the United Kingdom. 
Now, absurd as the present subsidising policy is, it is common 
sense itself compared to the proposal to subsidise all buildings 
*in towns with the view of improving the condition of the poor. 
If you are convinced that you can benefit the poor more effect- 
ually by a subsidy in aid of poor men’s dwellings than by any 
other equal expenditure, let such a subsidy be paid. If you 
know of no better way of raising the necessary funds than a 
tax on site-values, then in Heaven’s name put a national tax 
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on site-value and encourage suburban and rural poor men’s 
dwellings rather than urban barracks. But even if you feel 
compelled by some mysterious and irresistible necessity to sub- 
sidise such dwellings in towns and not in the country, why, oh! 
why need you couple the subsidy with a far greater one to all 
other buildings. Why subsidise the Savoy Hotel, Queen Anne’s 
Mansions, and, for the matter of that, the Tower of Babel? 

I daresay some will object that this is ‘‘all theory.’’ So it 
is, if ‘‘ all theory ’’ is understood in its usual sense of something 
which can only be refuted by ‘‘facts’’ which, on examination, 
turn out to be fictions. It will be said to be refuted by the 
recent blue-book on the Working of the Taxation of the Unim- 
proved Value of Land in New Zealand, New South Wales, and 
South Australia (Cd. 3191). But that blue-book shows that build- 
ings are not exempt from local rates (but only from a State land- 
tax) in New South Wales and South Australia. In New Zealand 
the exemption covers neither the whole area nor the whole of 
rates in the area to which it does apply. There are only four 
towns in New Zealand with a population as large as that of 
Oxford, and I doubt if any of these with their suburbs have much 
more than the population of Bournemouth, which, in their 
straggling character, they much resemble. Two of them, com- 
mercially the most important, have not adopted the system. One 
of the others, after three years’ experience, ‘‘ cannot express any 
opinion without full data,’’ while the fourth, the capital of the 
colony, after attributing the activity of building operations during 
the past year principally or altogether to the new system, adopted 
in 1902, adds the significant words, ‘‘ with necessary restrictions 
to prevent overcrowding of buildings, no untoward result need 
be apprehended.’’ ‘The other towns in the colony are so small, 
none much exceeding 10,000 population, that their short experi- 
ence cannot be supposed of much value, especially when we find 
that they do not agree as to whether land values have been in- 
creased or diminished. But it is noteworthy that one reports 
that the system ‘‘ tends to crowding of houses on small sections,”’ 
and another that it ‘‘ appears to benefit those who crowd good 
buildings on small areas.”’ 

EDWIN CANNAN 























INDIA’S PRESENT MONETARY CONDITION. 


THE majority of the public shy at the very mention of the 
quantitative theory of money, associated as it has too often been 
with undigested statistics and crude reasoning. Indeed many 
regard it, if true, as a truism of no practical value when stripped 
of the necessary qualifying clauses. Reference to it, therefore, 
in these prefatory remarks upon the monetary condition of India 
is made with considerable hesitation. The theory stated in the 
baldest terms is merely the identical proposition that prices are 
the expression of the relation of commodities to the medium by 
which they are exchanged, and that, therefore, any change in 
the conditions attaching to one or the other alters that relation, 
such changes being brought about on the one side by alterations 
in the quantity of commodities and the rapidity of their exchange, 
and on the other by alteration in the quantity of money and its 
rapidity of exchange. The latter, in civilised communities, is a 
factor of great complexity, for it is, as it were, an inverted 
pyramid with a base of the standard metal and a vast super- 
structure of paper and credit. The position, therefore, nowadays 
no longer resembles that of the old-fashioned German game 
called ‘‘ Bell and Hammer,’’ where each player had his modicum 
of counters and the valuable cards were put up to auction. In 
this case it is clear that, given no change in the temperament of 
the players, the amounts bid for these cards will vary according 
to the number of counters originally distributed, and that the 
game is not affected by the number so allotted. So, too, in 
primitive communities, to take Professor Marshall’s illustration, 
if a postman could go round and take away or give to each person 
half as much coin as he had, business would go on just the same 
as before, though in the one case prices would be halved, and in 
the other rise 50 per cent. In modern life, also, huge as is the 
superincumbent mass erected upon the basis of gold, a change in 
the quantity of gold still has a potent effect upon prices though 
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its action is indirect. As Professor Marshall has said, though the 
rate of interest depends in the long run upon the profitableness 
of interest, yet changes in the supplies of currency affect prices 
by causing a temporary wave or ripple in the long rate of dis- 
count. For example, if gold leaves the Bank of England, the 
tendency is to protect the reserve by raising the rate of discount, 
business contracts, prices fall and equilibrium is reached, the 
lesser quantity of currency sufficing at the lower level of prices. 
So contrariwise if gold arrives, the bank-rate drops, business 
grows, prices rise, and the new equilibrium is maintained, the 
increased gold sufficing for the increased level of prices. In 
India the use of paper money, the clearing-house system for 
cheques and the development of credit are yet in their infancy. 
Metallic currency, therefore, plays a part more closely allied to 
that of the counters in the old German game than in any other 
country, except perhaps China, and owing to the fact that 
Government, by means of its numerous treasuries and currency 
agencies and its habit of keeping its own cash balances, takes 
the leading part in the distribution of money to the interior, it 
is possible to analyse, to compute, and to watch the working 
of the monetary machine in a way that is not possible in any 
other country in the world. 

Indian commercial activity centres round raw produce which 
is either exported as it is or worked up into an intermediate 
form for foreign consumption, as, for instance, gunny bags in the 
east and cotton yarn in the west. As each harvest approaches, 
whether it be jute in Bengal, rice ir Burmah, wheat and seeds 
in the Northern India, or cotton in the centre and west, vast 
floods of rupees are forced up country from the sea-board 
to which the silver is consigned, and where the brains 
and directing energy of the country resides. The wants of 
the peasant are few, and his well-being precarious, dependent 
as it is on the nature of the season. Any superfluity, therefore, 
in good years is put away, or more commonly converted into 
ornaments, whilst whatever is not absorbed finds its way to branch 
banks, sparsely situated in the inland towns, or to the treasuries 
of Government in payment of revenue, or to the tills of the country 
railway stations. From these it trickles back to the sea-board 
towns in a much attenuated stream. At this point it is 
apposite to explain the part Government plays in the 
flow and ebb of currency. The revenue is collected at 
the treasuries of each district, of which the number is 
about two hundred and fifty, and the surplus, after the 
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satisfaction of local liabilities, is required at the presidency towns 
to meet expenditure there, and the drafts of the Secretary of 
State, drawn to discharge the immense sums due to England on 
India account. During the season of harvest it is unnecessary to 
bring down all this surplus in hard cash, as trade is only too glad 
to take it over in situ and pay the equivalent at the Presidency 
towns. Government, also, is frequently able to avoid the neces- 
sity of remitting to the sea-board during the slack seasons by a 
manipulation of the note reserve. The law requires that against 
a circulation of about forty crores only twenty-eight to thirty 
crores of metallic reserve need be held, and nothing is prescribed 
in the statute as regards the locale of this reserve. It is found in 
practice that it is only necessary to keep at hand a very small 
amount. The device is therefore often adopted of transferring 
on the Government books the surplus of a treasury to the note 
reserve, and making a per contra entry at the headquarters town 
of an equivalent amount from the note reserve to Government's 
cash balances. By this means it is possible to retain up-country 
much silver until such times as it can be absorbed by trade. 

The ground is now almost clear for the application of economic 
reasoning to the state of affairs now obtaining. It only remains 
to describe briefly the monetary position before the mints were 
closed, and the methods by which supplies were annually pro- 
vided. 

Careful, patient, and scientific research has shown that at the 
commencement of the last quarter of last century the annual 
accession (about seven crores) to the currency in British India 
was only slightly in excess of the annual waste. That is to say, 
the outturn of the mints merely replaced the quantities absorbed 
by hoards, export by land and sea, and melting. Of these factors 
the most potent is melting, and there is no question but that at 
least} four crores of this loss is attributable to this cause. After 
1881 the quantities of silver coined increased somewhat rapidly, 
and it seems clear from the same researches that the annual loss 
did not increase in the same ratio. This conclusion is confirmed 
a posteriori by a study of general prices, in which a rise becomes 
apparent in 1886. If an estimate be demanded to give some 
definition to the change, it may be said with sufficiently probable 
accuracy that the circulation rose very slowly from about 115 
crores in 1876 to 120 in 1886, and then more rapidly to 130 in 
1893. Attention may now be diverted to the agency by which 
the seasonal supplies of currency are effected. It is mainly that 

1 At a later period, the loss due to melting is taken at five crores. 
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of the great exchange banks. At the approach of each busy 
season operators in produce, as has already been indicated, re- 
quire a large volume of coin, and whilst a few of these make 
their own arrangements, the great majority are content to employ 
the banks. The latter obtain rupees either by indenting on the 
Government balances, which they do by buying council drafts 
and telegraphic transfers, or by the export of silver bullion for 
mintage into rupees. I am, of course, still speaking of the 
methods prevailing before 1893. In that year the Government of 
India determined that the double evil attendant on the free 
mintage of silver, namely, excessive oscillations in exchange and 
the fall in its gold value to which no end could be foreseen, was 
intolerable, and closed the mints. In other words, Government 
determined to make the rupee a monopoly, divorcing its value in 
exchange from its intrinsic value as silver and raising its price 
by shutting off supplies. At the time the rupee stood at 1s. 24d. 
Government therefore set itself the task of raising it three half- 
pence. As the annual wastage was at that time not less than 
eight crores many were sanguine of rapid success. It was thought 
that by withholding council drafts which constituted the only re- 
maining source by which rupees could be obtained, the ‘desired 
par could at once be established. No more profound mistake 
could have been made. Of the former wastage probably not less 
than five crores was due to consumption of rupees in the arts. 
This of necessity ceased when the rupee became more valuable 
than silver. The wastage, therefore, under the altered conditions 
was no more than three crores. Other circumstances also existed 
which militated against immediate success. Government per- 
mitted the coinage of a good deal of silver that was on its way 
when the closure was announced, whilst the first effect of the 
restriction was naturally to bring back rupees from beyond British 
India, and to attract them from hoards. Lastly, public confi- 
dence was not assured of the success of the experiment, or of the 
resolution of Government to persevere. The first result, there- 
fore, of the closure was to increase the circulation, and the rupee 
was worth less in exchange than before, whilst apprehension 
lowered it further. The attempt to ask 1s. 4d. for council drafts, 
when they were only worth 1s.-23d. or less, was in these circum- 
stances doomed to failure. The banks stood out, and Govern- 
ment, in the end, had to give away and sell their drafts for about 
thirteen pence halfpenny. This figure was, no doubt, in part 
due to reaction, but probably also represented, as has been de- 
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monstrated above, an increased circulation. To this extent the 
task of Government was more difficult than ever, for, if gold, the 
rupee and commodities were in equilibrium with the rupee at 
1s. 24d., then the rupee at 1s. 14d. must be redundant. In the 
next three years the policy of abstention from coinage was reso- 
lutely pursued, and as each busy season recurred the want of the 
customary floods of silver became increasingly felt. Matters 
reached a climax at’the height of the Bombay cotton season in 
December, 1896. The rupee revived to 1s. 24d., and to ease the 
excessive stringency of the money market, Government set free 
two crores of silver from the note reserve substituting its own se- 
curities. Trade was at length feeling severely the pinch which 
was inevitable in a policy of restriction, and this was only the 
first of many rude stocks. Yet it is certain that to the present 
moment the commercial public has not yet fully grasped the fact 
that it is by way of the money market in times of active trade 
that the value of the rupee is raised in terms of commodities. In 
1897 the rate of discount rose higher still, and the rupee touched 
1s. 34d., and it was 13 per cent. in 1898 when the rupee reached 
par. The monetary position was twice eased between 1896 and 
1899 by issuing, on the first occasion, abeut twenty-five lakhs of 
notes against gold tendered in London, and later by a similar 
acceptance of gold amounting in all to two hundred and eighty 
lakhs of rupees. On the other hand, there is no doubt that the 
success of the policy of restriction was in part attributable to the 
contemporaneous fall in the value of gold due to the great pro- 
duction in South Africa. 

To return to the recital of the position in historical sequence, 
when the rupeg touched the desired par, the employment of the 
sovereign became at once practicable. Though the Government 
of India has never admitted the liability to give silver for gold, 
it was recognised that to deny the exchange in practice would 
naturally retard the use of the latter metal. Moreover, even if 
the desire existed, its accomplishment was hardly possible, 
so long as, the obligation of giving notes for gold being 
admitted, the holder of gold could present his gold for 
notes, and then tender the notes for silver. In _ point 
of fact, Government welcomed the advent of gold, and 
thinking to encourage its use and disseminate its accumulation, 
attempted the mistaken expedient of tendering unsolicited 
sovereigns in part payment of salaries and money orders—a mis- 


taken step because it violated the currency paradox that the 
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circulation of a coin is not promoted by displaying anxiety to 
part with it, but a desire to take it back. 

For a while everything went merrily. Government 
had about fifteen crores of silver held against the note 
circulation; and the banks, desirous of importing funds, 
when they found the price of councils unattractive, im- 
ported sovereigns and took what silver was required. The 
stock of rupees ran down, as might have been anticipated, with 
alarming rapidity. In the year 1900-1901 the demand for money 
to finance the harvests became so acute that Government was 
forced to meet it by coining the astounding quantity of seventeen 
crores of rupees. A quieter year followed, in which only five 
crores were coined. In 1902-03 the coinage was eleven and a 
quarter crores, in 1903-04 sixteen crores, in 1904-05 eleven 
crores, and last year no less than nineteen and a _ half 
crores! The Government grasped with intelligence the imme- 
diate necessities of the situation. The demand for currency 
involved the coinage of rupees, and the public could compel the 
coinage of as much as it desired by importing gold and demanding 
its conversion. This system was attended with considerable incon- 
venience and financial loss. The public had to bear the cost of im- 
porting gold which Government had to ship back again at its own 
cost in order to bring the requisite silver. Any delay, also, occa- 
sioned by this circuitous process meant a loss of interest to both 
sides. ‘Three business-like steps have, therefore, been taken to 
improve matters ; the Government of India sells council drafts in 
advance of its own needs in treasury account and buys silver with 
the proceeds. It also takes over, on terms in London, gold that 
would otherwise be consigned from Australia to India, and it 
buys silver deliverable in Bombay from the further East, and 
makes payment in London. By these means the Government of 
India obtains the silver necessary to satisfy the needs of the 
market with greater expedition and greater economy than hereto- 
fore. Itis also able, by means of its cash balances held in London 
and of the profits arising from coinage which are held in London 
in gold, to make its purchases of silver at times at which the price 
is favourable and without raising the market against it by its 
operations being clearly visible as they must necessarily be under 
a hand to mouth policy. 

The recital of India’s recent monetary history and of the 
situation now obtaining is now complete, and we can pass to an 
examination of the weak points disclosed. Broadly it may be 
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said, to borrow a metaphor from operations of war, that there 
seems apparent in the policy now pursued a disposition to secure 
tactical advantages at the expense of the strategy necessary to 
assure permanent success. 

By undertaking to supply on demand all the currency desired 
by trade, Government, in effect, assumes the responsibility of 
estimating what those requirements may be. Ordinarily, under 
a system of free mints the Government stands aside and merely 
certifies the value of the currency minted and enacts that the 
tender thereof shall be a legal quittance in discharge of an obli- 
gation. The public estimates its own wants and provides for 
them accordingly. Should a shortage or a redundancy occur, 
it is entirely a matter for the public to deal with. Whether 
it be possible or not for Government to stand entirely aloof 
when the currency must largely depend on a monopoly rupee, 
will be referred to again later on. Here it is merely desired 
to emphasise the disadvantage attaching to Government 
being mixed up with matters properly pertaining to private 
enterprise. ‘Two greater evils, however, attach to the present 
system. Prices may become inflated, and this inflation may 
lower exchange and so cause India to lose all the advantages 
so painfully secured. 

Formerly, as has been observed, the greater part of the cur- 
rency disappeared yearly into the melting pot, whilst the residue 
over and above this wastage was absorbed as the country gradu- 
ally progressed. In other countries where free mints exist, any 
redundancy is automatically cured by the surplus being exported. 
As the rupee is now no longer melted, the position in India has 
altered very materially. Instead of a yearly addition of about nine 
crores, of which, perhaps, five crores were melted, three hoarded 
or exported, and one absorbed, the yearly mintage is assuming 
gigantic and growing proportions. Admitting that the prosperity 
of the country is now great and its progress of recent years 
unusually rapid, still it is not probable that more than five crores 
of rupees can be required to maintain the former equilibrium of 
prices and exchange, bearing in mind that the yearly addition to 
the circulation in gold cannot be less than a crore. The conclu- 
sion, therefore, cannot be resisted that the floods of rupees enter- 
ing the country in the busy seasons must, finding no employment 
thereafter, choke the circulation in the dull seasons, and raise 
prices, whilst each succeeding year the demand grows like a snow- 
ball rolling down a slope. It is equally certain that there is a 
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point at which high prices must arrest export, and cause a fall in 
the gold value of the rupee. 

To make quite certain that the line of reasoning followed 
throughout this paper has been firmly grasped, it is restated and 
summarised. 

Vast supplies of rupees are required, not to carry out the or- 
dinary transaction of everyday Indian life, but at the season of 
harvest to enable the peasant to transfer his produce rapidly into 
the hands of middlemen manufacturers and exporters. The 
machinery for the provision and transfer of these supplies is so 
efficient, and the supplies are themselves so bountiful, that little 
incentive has hitherto existed to change. The peasant whose 
wants were few was formerly in the habit of buying silver for 
conversion into ornaments, and to a lesser extent put away rupees 
against bad seasons. Thus the rupees which became superabun- 
dant between the harvest were fortunately absorbed, though there 
were signs after 1886 of a slight tendency to inflation. In a word, 
the currency was elastic. The position is now entirely altered. 
Granted that the country is now prospering after a succession of 
lean years ; granted that the stability of Exchange has given a real 
fillip to progress; granted much of what Lord Curzon’s many 
admirers claim for him ; it is unreasonable to suppose that the com- 
mercial and industrial conditions of the East have altered their 
complexion, or that the rate of economic progress can be suddenly 
accelerated. At present the very perfection of the methods of 
supplying currency renders it difficult, as has been indicated, to 
make any except radical improvements. But this is, after all, a 
small point. The crux is now inelasticity. It matters not greatly 
which at the commencement is cause and which consequence, that 
is to say, whether high prices have induced greater supplies of 
currency or great supplies have created higher prices. The point 
is that each reacts on the other. An ever-increasing quantity of 
currency is required at each recurrence of the seasons of active 
trade, and so, ad infinitum, unless the addition is absorbed in the 
intervals. For a time everyone but the unskilled labourer is 
pleased. The trader and the agriculturist forget that their pay- 
ments as well as their earnings are according to a higher measure 
of value. As wages rise the labourer suffers until his remuneration 
rises with that of the rest. Theoretically, in the end, no one gains 
and no one loses, except the whole community is the poorer for 
the economic waste involved in producing and using more counters 
than are essential for the conduct of business. 
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This analysis, however, only holds good of an isolated country 
carrying on no foreign trade. Should it trade with another 
country with the same but unaltered standard of value, a new 
equilibrium is attained by the export of the redundant currency 
from the one country to the other. Should the standard of that 
other country be gold, and its own standard be inexportable, then 
gold, being a commodity like others (in the country with incon- 
vertible currency), will rise like them in price; that is to say, the 
exchange value of the inconvertible standard falls. 

There is no justification for the existing state of the Indian 
currency, of which this lengthy description has been given. It is 
not in the least necessary. The people of India prefer, and 
always have preferred, gold to silver, and they will, if they are 
permitted, use it with great readiness. The sovereign already 
circulates to a considerable extent in large cities and centres of 
trade. If five and ten rupee pieces’ are coined, they will be 
still more popular. Neither the rupee nor small gold coin of these 
values are units sufficiently small for the everyday life of the 
people, but, as has been explained in these pages, the réle of the 
rupee is to be the medium of exchange used by dealers and culti- 
vators during the vast operations of harvest time. When the 
season is over the rupee disappears into the melting pot,? or into 
hoards, or finds its way into the Government treasury or branch 
banks, or changes hands in the larger and rarer transactions of 
ordinary life, such as the purchase of plough, cattle, or at the great 
ceremonies attendant on birth, death, or marriage. Gold coins 
are even better suited than the rupee for many of these purposes. 
They are cheaper to transport, and easier to carry. They have an 
intrinsic worth based on the world-wide action of the laws of 
supply and demand, instead of depending for their value upon the 
action of a bureaucratic Government, of which the personnel may 
at any time be ignorant of the principles of monetary science. 
And, above all, they can be exported in the intervals of dull trade, 
instead of remaining to inflate prices, check prosperity, and endan- 
ger the exchanges. If the policy here advocated be pursued, a few 
years should see India with a currency of which about four-fifths 
might be silver and one-fifth gold. The silver or token currency 
would remain approximately constant with a slight annual increase 


‘ The half sovereign is an awkward unit (Rs. 7/8) and there is a danger of India 
being flooded with worn coin. The rate of wearage in India is very slow. Probably 
coins of greater purity would be preferred. 

? I speak, of course, of things as they existed previous to the mint clos:ire, 
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to supply growing needs, whilst the gold would form the marginal 
element, contracting and expanding with the ebb and flow of 
business activity. And the stability of these currency arrange- 
ments would be still more impregnable if the gold reserve fund 
derived from its sacrifices and gained by its exertions was kept in 
the country that owned it—kept not in the form of securities, 
useless should the occasion arise for their utilisation, but in gold 
ready for instant exportation. 


* * * 

















COTTON SUPPLIES. 


Asout a hundred years ago the bulk of our cotton was ob- 
tained from our own colonies. In 1786-90 the British West 
Indies contributed 75 per cent. of the cotton received by Great 
Britain, the Mediterranean countries 19 per cent., Brazil 8 per 
cent., the United States and India less than 1 per cent., and 
Egypt none at all. These facts are strikingly in contrast with 
present conditions. The average quantities of raw cotton imported 
annually into the United Kingdom from the chief sources during 


the period 1901-1904 were as follows :— 
Million lbs, 








United States ... aoe — aa i 335 ‘ee: Eee 
Brazil isa ‘ ‘ 31°5 
Peru 3 see 8°6 
Chile (including the Pacific coast of Patagonia) ena ~~ 2:2 
Venezuela and Republic of Colombia ane “i 0°5 
British West Indies and British Guiana 06 
Turkey — and — it 
Egypt a 3144 
East Indies 61°9 
Australasia : 0041 
All other countries 3°8 
Total ... . 1,849 
Re-exported ... $s wae eee és - «- §«=—g 


Our dependence on the United States is even greater than 
that of the Continent, because, for a variety of reasons, more 
Continental machinery than English machinery is adapted to 
deal with short-stapled Indian cotton. Consider the following 
significant figures :— 


Foreign Exports and Home Consumption of Indian Cotton for 
Seasons ending June 30th. 
(In thousands of bales.) 


Season of Season of Season of Season of 
1901-02. 1902-03. 1903-04. 1904-06. 


Exported to Great Britain ... ee 27 132 138 46 

- Continent = ie 731 1,162 1,380 690 

‘s China, Japan, &e. ae 860 409 465 738 

Total foreign exports ... ne si 1,618 1,703 1,983 1,474 
Mill consumption ss oa i 1,765} 1,739 1,745 2,030 
Local consumption ... ee aaa 413? 413? 4132 413? 

Total oes ood “ ety 3,796 3,855 4,141 3,917 


1 Estimated. * As estimated by the Government officials of India. 
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It is no easy matter to determine to what extent it is pos- 
sible to increase the output of raw cotton in the United States. 
The area within which it is at present grown covers no less than 
600,000 square miles. Of this area not more than 50 per cent. 
is in farms, and not more than 20 per cent. has at any time 
been cultivated. In 1895-6 only 5 per cent. of the whole was 
under cotton, and in 1905-6 just over 7 per cent. At a first 
glance it might seem that there is room here for indefinite expan- 
sion. It is claimed, for example, that much of the worn-out 
cotton lands in the Eastern States can be restored to fertility. 
This is probably true ; but so far very little progress has been made 
in this direction ; and if and when they are more extensively re- 
sorted to, a fairly wide rotation of crops will be necessary if they 
are not to relapse into their present condition Again, it has been 
said that the black prairie lands alone of Texas could produce all 
the cotton now grown in the South, and the Lancashire Com- 
mission has estimated that the whole of that State could 
produce as much as 30 million bales. The first and more 
limited estimate supposes conditions of complete absorption in 
cotton-growing with a considerably heavier yield than exists at 
present, and it is only on the assumption that cotton can be raised 
from the same land year after year without deterioration, and that 
all the land in the State capable of growing cotton be cropped 
in this way, that the prediction of the Commissioners could be 
fulfilled. It must be remembered that of the 170 million acres 
in Texas, one-half lies within the semi-arid and arid belts of the 
United States, and that at least 40 per cent. of the whole cannot 
be cultivated. Of the remaining 100 million acres, much has 
yet to be cleared, much requires to be irrigated, and some is un- 
suitable ‘for cotton. At the present average yield per acre it 
would take 80 million acres to grow the amount suggested by the 
Cotton Commission; and we must be prepared to find that as 
farming in the South becomes more intelligent it will become 
more diversified ; even in 1899 as much land was under cereals 
as under cotton. These considerations have not been altogether 
neglected by the Commissioners, who suggest that it is in 
superior methods of cultivation that the best hopes of the South 
lie, and, indeed, it is not impossible that the yield per acre may 
be considerably increased within the next twenty years. Some 
members of the United States Agricultural Department believe 
that, while any considerable extension of the area under cotton is 
unlikely, great improvements may take place in methods of cul- 
tivation. It is said that in the whole of the cotton belt a really 
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first-class crop of cotton is rarely met with. Much of the seed 
used is now taken from public gins in which good, bad, and in- 
different have been intermingled ; a large proportion of the land is 
in the hands of the negro cultivator, whose methods are slovenly ; 
the chemistry of cotton-growing is still in its infancy, the best 
constituents of a soil suitable for cotton, as well as the proper 
fertilising agents to apply to it, being but vaguely understood. 

In Egypt the area under cotton has been steadily extending, 
as a result partly of the growing demand for Egyptian cotton, 
and partly of the irrigation schemes of the Egyptian Government. 
We cannot hope, however, for further increase under present con- 
ditions. The area under cotton is strictly dependent upon the 
amount of water that can be supplied by irrigation, and until its 
volume has been augmented by some far-reaching scheme, we 
doubt the possibility of further important extension of the land 
so used in Egypt. Perennial irrigation, that is, irrigation 
from canals which run all the year round, is indispensable: at 
present, with the aid of the great barrage at Assuan, it is pos- 
sible to water in this way Lower Egypt, the district of Ibrahimieh 
Canal, and the Fayoum except during years of low Nile when 
the supply is still insufficient. The total area thus irrigated is 
4,010,000 acres, distributed as follows :— 


Acres. 
Lower Egypt—Thoroughly reclaimed... és eas ... 2,630,000 
Undergoing reclamation sis & 800,000 
Upper Egypt—Ibrahimieh Canal ~ re wa ae 250,000 
Fayoum ... “ss ae ae ead is 330,000 
Total my soe re me $4 4,010,000 


According to the scheme of the Irrigation Service, not more 
than one-third of these tracts should be devoted at the same time 
to summer crops—that is, cotton, sugar, &c. This scheme, it is 
true, has been departed from, and some lands carry cotton year 
after year, but at the cost, it would appear, of decreased yield 
per acre. Further, cotton is not the most paying crop all over 
the perennially irrigated region. In the Southern half of Lower 
Egypt, for example, according to some figures given by Sir John 
Willcocks a few years ago, the profit per acre is £7 7s. for cotton, 
£30 each for fruit, and for sugar-cane for eating, and £12 for vege- 
tables. In this region cotton covers only one-half of the cultivated 
land; along the Ibrahimieh Canal one-half of the land is under 
sugar. 

No survey, however brief, of the state of affairs in Egypt would 
be complete without some consideration of the possibility of ex- 
tending the perennially irrigated area in the future. To the north 
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of the cultivated part of the delta is a district of waste land 
880,000 acres in extent, which, with the land now covered by lakes 
still further north, was once the most fertile part of all Egypt, 
and in Upper Egypt and the Soudan there are also large tracts 
which would yield cotton. But it is useless to meditate the 
cropping of these lands until greater supplies of water are ob- 
tainable. Great projects have been conceived, but they cannot 
be carried out immediately. Such schemes as the Wady Rayan 
reservoir, or the barrage at Lake Albert, might solve the problem 
of perennial irrigation for all Egypt. With the present water 
supply it-may fairly be argued that Egypt is now growing too 
much cotton. A low Nile, even with the Assuan barrage, means 
loss to a greater or less extent. Water is only obtained for the 
present cotton crop by throwing out of cultivation a certain amount 
of less fertile land which might be utilised could some of the water 
now devoted to cotton be turned on to it. The difference in 
renting value, moreover, between land under perennial irrigation 
and under basin irrigation is not very great. The problem of 
cotton-growing in the Soudan is similar to that of its growth in 
Egypt. Without irrigation it is impossible, and until a better 
water-supply has been secured for Egypt, we cannot hope for 
more than experimental crops in the Soudan. 

India is third, and a poor third, in the production of cotton 
for export, and in some respects this is surprising. Climatic con- 
ditions are in many places not unfavourable to cotton, and the 
soil is frequently suited in a high degree to its requirements. 
Nevertheless, the total supply is relatively small, the yield per 
acre generally much below the average, and the cotton itself, as 
a rule, coarse, short-stapled, and dirty. The general opinion 
among those competent to judge seems to be that all native 
varieties of cotton have deteriorated owing to exhausted soil, in- 
ferior methods of cultivation, and want of care in the selection 
of seed. Attempts to improve the Indian crop have been made 
along two lines : the one by the introduction of exotics, the other 
by careful selection and cultivation of indigenous plants. So far 
the introduction of exotics has not met with much success. They 
are difficult to acclimatise. The American plant, for example, 
owing to the humidity of the Southern States, has developed a 
root system which does not penetrate far below the surface, and 
in India the long droughts render it essential that the roots of the 
plant should have some depth. As regards the improvement of 
the indigenous varieties, it has been shown by experiment that 
careful selection from the best and most prolific plants improves 
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the length of the fibre and the percentage of lint to seed, and that | 
cross-fertilisation will elicit new and vigorous varieties. But we { 
must not look for any large immediate increase of the Indian crop ; 
the whole matter has hardly passed out of the experimental stage, 
and it will take a long time to train the Indian cultivator to adopt 
better methods. 

The uneasiness caused by our excessive dependence upon the 
United States, combined with the belief that shortages of supply 
are more frequent than they ought to be, and the fear that 
diminishing returns may be operating now in America, or may 
be expected soon to operate, occasioned the formation in Eng- 
land of the British Cotton-Growing Association on June 12th, 
1902. It now works under the sanction of a Royal Charter, 
and has met with much valuable official support. At present the 
share capital of the Association is nearly £250,000, and an effort 
is being made to raise it to half a million. Professor Dunstan, of 
the Imperial Institute, on a reference from the Government, has 
made favourable reports on the possibilities of extending cotton 
cultivation, but the provision of satisfactory transport facilities is 
yet a matter to be dealt with in many places. Machinery, finan- 
cial assistance, and assurances as to sales and prices, are being 
given liberally by the Association where they are needed ; ginning 
and buying centres have been established; experts have been 
engaged to distribute seed and impart instruction ; some land has 
been acquired for direct working by the Association; and the 
co-operation of the Governments of some of our Colonies have 
been secured. 

Results have hitherto been most favourable in the West 
Indies, both as regards the quantity and quality of the crops, some 
part of which has realised as much as 16d. and 20d. per lb., that 
is considerably more than the prices paid for American-grown 
Sea Island. Gold Coast cotton has sold at a 3d. to 4d. per |b. 
more than middling American. Little has been accomplished in 
Sierra Leone; but the possibilities in British West Africa have 
excited hopes, and in Lagos crops are increasing. The average 
price of the cotton grown in West Africa is about the same as 
middling American, though some of it has sold for as much as 
25 to 30 ‘‘ points on,”’ 1.e., about a halfpenny more, which is fully 
the price of the quality mostly used in England. In Southern 
Nigeria success is slight, as the natives are not easily persuaded 
to try experiments. Some crops of good quality have, however, 





1 Great success, as regards quality, has also resulted from some recent experi- 
ments in Scind, 
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been raised, and the climate appears to be suitable for kinds de- 
manded in bulk for Lancashire mills. In British Central Africa 
the planters working on the lower lying grounds, which are ex- 
tensive, have been successful, but otherwise results are not satis- 
factory. In Uganda good cotton has been raised, but the Associa- 
tion has not taken steps in that quarter; in British East Africa 
only a start can be recorded, and the experiments made in South 
Africa are insignificant. For working in Rhodesia a small syndi- 
cate has recently been formed in conjunction with the British 
South Africa Company. The table beneath displays the present 
state of affairs in figures :— 


Approximate Estimate of Cotton Grown more or less directly 
under the Auspices of the Association. 


(Bales of 400 lbs.) 


1903. 1904. 1905. 1906. 
Gambia... poe Me 1 50 100 300 — 
Sierra Leone aot Ks sa 50 100 200 250 
Gold Coast... ee ae = 50 150 200 250 
Lagos He has =a ses 500 2,000 8,200 6,300 
Southern Nigeria... vi Pee 50 100 150 200 
Northern Nigeria... eis ae 50 100 500 1,000 
West Africa ws ase or 750 2,550 4,550 8,000 
East Africa... ea Me as 150 850 2,000 8,500 
Scind ae ay ee Re _ — 500 2,000 
West Indies : os ... 1,000 2,000 4,000 6,000 
Sundries He a8 536 os 100 250 500 
Total ... ig aan «25080 5,500 11,300 20,000 
Approximate value ... ... £29,000 £75,000 £150,000 £270,000 


It should be noticed that other countries are making efforts, 
on a less magnificent scale, to extend Colonial cotton-growing, 
and that Russia is doing similar work in the Provinces of 
Central Asia and Trans-Caucasia, whence 100,000 tons of cotton 
of an inferior quality were brought in 1900, a year in which Rus- 
sian imports of cotton exceeded 165,000 tons. 

It is obvious that all statements regarding the possibilities of 
developing cotton-growing in Africa (outside of Egypt and the 
Egyptian Soudan) must be tentative in character. There are 
large areas in Nigeria, British Central and East Africa, 
and Rhodesia which, as far as we can judge from a 
study of their climate and vegetation, seem well fitted 
for the growth of cotton. But local conditions have 
everywhere to be taken into account. Here the soil 
for some unexplained reason is unsuitable, there the difficulties 
of transport are too great, and in many places, especially within 
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the palm-oil region, where the negro prefers to be a trader rather 
than an agriculturist, the labour problem has still to be solved. 
In some parts American and Egyptian plants can be acclimatised, 
in other places it will be necessary to breed the indigenous varie- 
ties up to a much higher state of productiveness. In certain 
regions white labour may to some extent be possible, in others 
reliance must be placed upon the native cultivator. We are un- 
able, however, to find any sufficient reason for believing that 
America has natural advantages over Africa for the growth of 
cotton ; once thoroughly established in the latter country it may 
expand rapidly. 

That a triumph is assured to the British Cotton-Growing As- 
sociation it would be premature to foretell. Dangers throng the 
path to success, and many are peculiarly insidious because they 
originate in human nature. When the first enthusiasm of 
the new Colonial cotton-growers is over some slackness will in- 
evitably supervene. Again, a movement of this kind has usually 
initial force greatly in excess of the strength which it will be able 
to exert continuously in the future; there is fear, therefore, of 
plans being laid down on a scale incommensurate with its future 
powers. And for a long time assistance and encouragement will 
be required by the new cultivators, if not unintermittently, at 
any rate on occasions which the Association must be quick to 
recognise and deal with. Lessons may be gleaned from the 
history of the Cotton Supply Association, which was instituted 
some fifty years ago, namely, in April, 1857. Originating, ac- 
cording to its fifth report, ‘‘in the prospective fears of a portion 
of the trade that some dire calamity must inevitably, sooner or 
later, overtake the cotton manufacture of Lancashire, whose vast 
superstructure had so long rested upon the treacherous foundation 
of restricted slave labour as the main source of supply for its raw 
material,’’! its aims were stated to be :—‘‘To afford informa- 
tion to every country capable of producing cotton, both by the 
diffusion of printed directions for its cultivation, and sending com- 
petent teachers of cotton planting and cleaning, and by direct 
communication with Christian missionaries, whose aid and co- 
operation it solicits; to supply, gratuitously in the first instance, 
the best seeds to natives in every part of the world who are willing 
to receive them; to give prizes for the extended cultivation of 
cotton ; and to lend gins and improved machines for cleaning and 
preparing cotton.’’ Extension and improvement of the Indian 


1 The Association published a weekly paper known as The Cotton Supply 
Reporter. 
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crop were brought about, but to this result the high prices conse- 
quent upon the American Civil War enormously contributed. 
After the recovery of cultivation in the Southern States of 
America the Association passed rapidly through obscurity to ex- 
tinction. To-day it would be difficult to point to any surviving 
effects. Much the same had been the ultimate outcome of the 
efforts put forth by the English Government when pressed 
to take action to bring about the introduction of cotton 
to new districts a few years before the formation of the Cotton 
Supply Association. It was reported by a Mr. Clegg that, in 
the course of a tour through the Eastern countries bordering on 
the Mediterranean undertaken by him in 1855, he had found none 
of the gins presented by the British Government at work, or 
even workable. 

But we have no intention of making the final note of 
this article pessimistic. The magnificent outcome of the efforts of 
Mehemet Ali and Jumel in Egypt, with little capital and less 
enthusiasm to work upon, encourages one to trust that the hopes 
of the British Cotton-Growing Association may not be in vain. 
The artificiality of the scheme is not a sure index of ultimate 
failure. New industries will not invariably be undertaken in 
places appropriate for them without the active intervention of an 
association ofinterested parties, for capital may be lacking, custom 
may be strong, information may be scanty, and initiative may be 
weak, especially among semi-barbarous races; high prices work- 
ing upon self-interest do not invariably call forth a sufficiency of 
enterprise. 

The advantages looked for from the work of the Cotton Supply 
Association vary with the wishes and faith of its supporters. There 
are not wanting those who nourish the hope that it may somehow 
correct most of the troubles which beset the Lancashire industry 
to-day : gambling in cotton, high prices, and unsteadiness of 
prices are to be swept away. But most of its advocates of 
weight would probably agree to the more modest programme of 
advantages indicated below. First, greater elasticity of supply 
may be caused. It is probably easier to extend the area under 
cotton rapidly when it is raised in many places in proximity to 
other crops than when the.bulk of it is obtained from a few 
highly specialised districts, and possibly the advantages of special- 
ism may be retained and yet the elasticity of supply be enhanced. 
Secondly, greater stability of crop in proportion to area cultivated 
may reasonably be hoped for. The eggs are now too much in 
one basket, and local disease, bad weather, or some other mis- 
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fortune may diminish by serious percentages the supplies which 
cultivators intended to raise. Were there numerous important 
centres the bad luck of one would be more adequately offset by 
the good fortune of another. Thirdly, desirable variations in the 
raw material might conceivably result from the introduction of 
cotton to places in the globe where previously it was unknown 
or little regarded. And, finally, the countries to which cotton- 
growing is carried should find their prosperity enhanced. 
S. J. CHapMAN 
J. McFARLANE 
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LABOUR EXCHANGES AND THE UNEMPLOYED. 


 & 


By section 1, sub-section 4, of the Unemployed Workmen 
Act, 1905, any Central Body established under the Act, or any 
Distress Committee having the powers of a Central Body, is 
empowered to aid the efforts of subordinate Distress Committees, 
or of itself, ‘“‘by establishing, taking over, or assisting labour 
exchanges and employment registers.’ By virtue of sub-section 
6, expenditure on these objects can be met out of the fund which 
—to the extent of a halfpenny in the pound—may be raised from 
the rates. At the end of last March the Central (Unemployed) 
Body for London decided to exercise its powers, in order to set 
up a complete system of co-ordinated ‘‘ Employment Exchanges ”’ 
(a title inherited from the London Unemployed Fund of the 
preceding year) in the London County area. At that time there 
were in existence ten Labour Bureaux—Chelsea, Finsbury, Ham- 
mersmith, Hampstead, Islington, Kensington, Lewisham, 
Poplar, St. Pancras, and Westminster—maintained under the 
power given to Metropolitan Borough Councils by the Labour 
Bureaux (London) Act, 1902. Since then all these Bureaux, with 
the exception of the last, have, by transference from the respec- 
tive authorities, become Employment Exchanges under the Cen- 
tral Body, the latter taking over the existing staffs, but being 
compelled in all cases save two to provide fresh office accommoda- 
tion. In addition, sixteen new Exchanges have been established, 
each serving a single metropolitan borough, except where, as in 
regard to Hackney and Stoke Newington, and Finsbury and 
Holborn, it was thought feasible to combine two boroughs for 
the purpose. Finally, the local Exchanges are connected and 
co-ordinated by a Central Employment Exchange which, besides 
being the general controlling office for the whole system, acts 
as a clearing-house, receiving daily returns of workpeople and 
vacancies registered in every part of London. The staff at each 
Exchange consists of a superintendent (receiving, as a rule, £104 
or £130 a year) and a junior, the specific duties of the former 
including the regular approaching of employers by letter and 
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personal call to make known the facilities offered. All classes 
of employees—except indoor domestic servants—may register : 
women at different hours from men. Registrations hold good 


, 


for a week—that is to say, the “‘ live register ’’ of the Exchange 
consists always of the record cards of those who have registered 
or renewed registration within the past six working days. 
‘* Dead’’ cards are filed for reference. The whole system is, in 
respect of officers, staff; and management, absolutely distinct 
from and additional to the organisation of Metropolitan Distress 
Committees for the selection of unemployed applicants for relief 
work. The estimated running expenses of twenty-five local and 
one central Exchange are £9,725 for the first complete year, but 
this total is not likely to be reached at present. The system is 
under the control of the Central Body acting through its Em- 
ployment Exchanges Committee, but it is proposed to form for 
each Exchange a local advisory committee, including representa- 
tives of employers and employed. 

Owing to the inevitable delays of negotiation with other local 
authorities and the intervention of the summer holidays, no 
serious work was accomplished before the month of September, 
only two of the Bureaux taken over proving to have any sub- 
stantial ‘‘ goodwill,’’ or more than a shadowy existence. The 
following table gives the general facts as to the working of the 
Exchanges since then :— 





No. on Live 
Month of four Register at No, of Situations No. of Situations 
weeks (except end of notified. filled. 
November). month. Males. Females. Total. Males. Females. Total. 

September... ... ... 3,923 — _ ~~ — -- 343 
October Gien” hae ioe 6,388 758 364 1,122 603 120 723 
November (five weeks) 6,083 — a ao _ — 1,355 
December ... ... ... 1,337 1,022 500 1,522 708 158 866 
January ... .. .. 10,338 1,154 1,105 2,259 987 380 1,367 


In addition, 331 men not included in these returns were sent 
temporarily to the Post Office to meet Christmas pressure. 

Except for the disorganisation due to Christmas—when the 
exchanges were closed for one week, and very inactive for the 
best part of another—these figures show a steady increase of 
business. The class of labour placed in situations at present 
is mainly neither quite unskilled nor highly skilled, though it 
includes some from both extremes. Of the former, employers 
can get as many as they want out of the street; the latter have 
to some extent their own organisations.’ 


1 Considerations of space alone, if there were no other reason, would compel the 
present paper to deal with the principle rather than with the practice of Labour 
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II. 


Such is the organisation established in London within the 
past six months. Its obvious intention is to bring into more 
immediate communication employers seeking workmen and work- 
men seeking employers—to make the supply of labour more fluid, 
to focus and organise the demand. What relation does such a 
function bear to the problem of distress through want of employ- 
ment? What can even the most thorough performance of this 
function contribute to the solution of a difficulty occasioned 
apparently by the fact that there is too great a supply of labour 
in the market rather than by its insufficient fluidity? In order 
to answer this question, it is necessary to go behind the pheno- 
mena of unemployment and to state, however shortly, certain 
conclusions as to its industrial causes. The general problem 
splits itself at once into at least three, not only distinct, but 
dissimilar. 

First and most familiar is the problem of the transformation 
of conditions in particular trades—introduction of machinery, 
transference from one locality to another, actual diminution in 
the volume or importance of the trade. Second come periodic 
fluctuations of industrial activity. These are themselves of two 
well-marked types. There are seasonal variations, accomplished 
in a period of a year; of these the alternations of slackness and 
activity occasioned by climate or social arrangements in such 
trades as building and printing are leading instances. There is 
a cyclical movement of industrial expansion and contraction, ac- 
complished in a period of seven to ten or more years, and pro- 
ducing those recurrent crises of distress whose dates—to take 
only recent history—are marked by the Mansion House Relief 
Funds of 1860, 1886, 1904-5, by a variety of special funds in 
1866, by the stoneyard experiments and the Select Committee 
of 1894-5. The third problem may, pending fuller statement, 
be described as the overstocking of the labour market by the 
unorganised demand of individual employers for workmen, and 
the consequent chronic under-employment of a varying propor- 
tion of those engaged in each industry. It is on this, as at 
once the least understood and the most important of the three 
problems, that attention needs to be concentrated and will be 


Exchanges. The extremely important practical questions of the extent to which the 
function of Exchanges is already performed by trade union unemployed registries, 
and of the relations between these and any new municipal system are not forgotten, 
but of necessity omitted. 

















concentrated in the following pages. The first two—transforma- 
tions of industrial conditions, and fluctuations, seasonal and 
cyclical, of industrial activity—have been mentioned, partly to 
show that they have not been overlooked, partly to emphasise 
the view that profitable analysis of the unemployed problem 
must be directed to a classification, not of distressed individuals, 
but of industrial mal-adjustments. Any unemployed individual 
may illustrate the concurrence of two or more factors. The dis- 
tress of the London riverside labourer, for instance, is primarily 
due to the third type of industrial dislocation ; he is chronically 
under-employed in a totally unorganised and, therefore, greatly 
overstocked labour market. But he may, in his time and place, 
be suffering also from seasonal depression of his occupation, as 
in the month of August or after a wool sale; from cyclical de- 
pression of commercial activity, as in the years 1904-5; and 
from a transformation of industrial conditions, such as is the 
gradual movement of Thames shipping from the upper to the 
lower, newer, and larger docks. . 

On its relief side, the Unemployed Weekes Act was clearly 
intended to deal with one alone of these three causes of unemploy- 
ment, and with only part of that. Only those thrown out of 
work by a cyclical depression of trade from which recovery may 
be expected come fairly within the words of the second section 
as men temporarily unable to obtain work through exceptional 
causes over which they have no control. Only on such men 
could it be supposed that relief employment for a period not 
exceeding sixteen weeks, and not to be renewed in more than 
two successive years, could confer any substantial benefit. 
Seasonal variations produce temporary unemployment, but are 
not ‘‘ exceptional causes.’’ The introduction of machinery, and 
similar industrial transformations, are, in regard to any one 
trade, ‘‘ exceptional causes,’’ but the loss of employment that 
they involve is in itself permanent, not temporary. ‘The under- 
employment resulting from casual engagement in an overstocked 
labour market gives rise to distress which is neither temporary 
nor exceptional. Yet it is almost wholly with such distress that 
the authorities constituted by the Unemployed Workmen Act are 
in London at least being compelled to deal. The prevailing im- 
pression produced by the study of the record papers, alike of 
those registered and of those recommended for assistance, is 
that of a standing army of men unable to command regular 
work, but constantly obtaining and losing again temporary jobs, 
become or becoming incapable of continuous exertion and steady 


1907] LABOUR EXCHANGES AND THE UNEMPLOYED 69 


















































70 THE ECONOMIC JOURNAL [MARCH 


habits, dragging with them, through disastrous alternations of 
extravagance and privation, families which, in the lowest stage, 
come to look to the titular wage-earner only for occasional wind- 
falls and for subsistence to the ill-paid drudgery of mother and 
elder children, or to the unceasing charities of church and chapel, 
mission-hall and elementary school. How did this class come 
into existence? What part, if any, does it play in the economy 
of society? How can it be abolished? 

It is necessary to be clear at the outset that this class does 
at present play a part in the industrial system. Its members are 
not ‘‘unemployable,’’ since they repeatedly obtain employment, 
and they are not functionless in the State, since there is an 
occasional demand for their services. The class is an economic 
phenomenon ; it has to be discussed as a resultant of economic 
demand and supply. The demand in this case is clearly that 
of individual employers for a readily available reserve of labour 
to meet sudden expansions and contractions in the volume of 
their businesses. The trades upon which these men depend 
are predominantly those in which the volume of the individual 
employer’s business varies most and most irregularly from day 
to day or month to month. The main sources of the supply 
to this demand can be indicated with equal clearness. Some of 
the irregular labourers of to-day are men whom industrial trans- 
formations have forced from their chosen occupations. Others 
have never chosen an occupation ; slipping into some uneducative 
‘‘ blind-alley’’ employment as messengers or van-boys at 
fourteen, they have found themselves resourceless and next door 
to useless at twenty. For others a temporary difficulty due to 
depression of trade, to personal misfortune, or to personal fault, 
has been the occasion of a first resort and subsequent habituation 
to casual labour as a livelihood. Speaking quite generally, it 
may be said that casual labour is a residuary occupation for those 
who have failed and those who have never fairly started in life, 
a refuge for those in whom all ordinary standards of comfort 
and security have been broken by misfortune. From this class 
individuals may be rescued or may rise. The class, as a whole, 
with the chronic poverty which it represents, cannot be abolished 
or transformed except by cutting off either the sources of supply 
or the demand to which it is adjusted. Is it, then, possible to 
cut off the supply of men to the casual labour market? Some- 
thing may be done to divert boys from uneducative to educative 
employment, to mitigate the hardships of industrial transitions, 
to lessen the general pressure of competition in the towns by 
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making the country less repellent to the countryman. But from 
the description already given of casual labour as a residuary 
occupation for the unfortunate, it is clear that any general stop- 
page of the supply of casual labourers is utterly impracticable. 
To put an end to all the ways by which men fall into misfortune 
must be the last step, not one of the first steps, in the destruction 
of poverty. Moreover, if it were possible to cut off or seriously 
to diminish the supply of casual labourers, stoppage of the in- 
dustries now dependent upon their services could in that case 
only be avoided by a reformation in the conditions of employ- 
ment, making it no longer casual and degraded. Diminution 
of the supply of casual labour would be at best an indirect way 
of forcing a modification of the employers’ demand for casual 
labour. It is, therefore, to modification of this demand that 
attention must ultimately be directed. 

Is it possible to abolish or to modify the demand for casual 
labour? At first sight this line of attack appears at least as 
desperate as that upon the sources of supply. Casual labour, 
it may be said, is necessary because the amount of work to be 
done is variable ; because tides, weather, and seasons are in the 
scheme of things; because no man or body of men can foretell, 
far less regulate, the incalculably changing needs of millions 
of individual consumers. The nature of employment in any 
occupation appears to depend, in respect of regularity or irre- 
gularity, upon external ungovernable conditions of demand. 
This objection calls for a fundamental distinction, in the business 
of each individual employer, between those fluctuations of work 
which are general in character, affecting his and all similar under- 
takings simultaneously (as winter affects building or the summer 
holidays affect certain branches of printing), and those which 
are peculiar to his own undertaking (depending upon the idio- 
syncrasies of his usual customers or upon his success or failure 
to obtain particular contracts). So long as attention is confined 
to the first sort, it does appear that both the extent and the 
character of the labour supply required in any particular occupa- 
tion depends almost entirely upon external conditions, upon the 
mass and flow of work demanded of that industry by the society 
of consumers; this sort of fluctuations are just the seasonal or 
cyclical fluctuations which it is for the present desirable to dis- 
regard. So soon, however, as attention is directed to the second 
sort of fluctuations, it becomes clear that the extent of the labour 
supply required in any occupation is a function not only of the 
aggregate mass and flow of work, but also of its own fluidity. 
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This is the fundamental principle underlying the use of the 
Labour Exchange. It can be best explained by a single abstract 
illustration. Imagine two similar undertakings—say two riverside 
wharves—each employing from day to day through the year 
from fifty to a hundred men. If their business were affected 
only by causes common to both, it would vary at each wharf 
simultaneously ; on some one slackest day the number employed 
at the two together would drop to a hundred; on some other 
day it would rise to two hundred. No question of the move- 
ment of labour between the two wharves would or could arise. 
Suppose, however, as must inevitably be the case, that work 
at each wharf was to some extent at least affected by causes 
peculiar to it, so that one was busy while the other was slack, so 
that, for instance, the number employed on any one day by the 
two together never fell below 120 nor rose above 180. The 
question of the movement of labour between the two wharves 
would at once become important. If they were separated by 
an impassable barrier, so that no individual labourer could work 
in turn at both, then since each required on occasion as many 
as 100 men at once, the two together would still call on the 
services, constant or occasional, of as many as 200 individuals. 
If, on the other hand, the two wharves were in such close con- 
nection as to use practically a common supply of labour, exactly 
the same mass and flow of work would require only 180 in- 
dividuals. Such connection might be obtained, without imme- 
diate physical contiguity and without any amalgamation of the 
two businesses, by their simply sending to a common centre or 
Exchange for their irregular hands. It might, then, be said 
that as between the two wharves the supply of labour 
was perfectly fluid, or, from another point of view, that 
the fluctuating and hitherto separate demands of the two 
employers had been combined into a joint demand focussed 
at the Exchange. Without any change of the external con- 
ditions, t.e., for the same mass and flow of work to be done, 
the demand for labour represented by the two wharves 
100 to 200, but as a joint demand varying from 120 to 180. 
Twenty of the original 200 individuals would find that there 
was no longer even the most occasional need for their services ; 
upon 180 would be concentrated the work and the earnings of 
the 200. It is hardly necessary to argue at any length that 
such a change would be an improvement, notwithstanding the 
temporary hardship to the extruded twenty. In a country which 
is not over-populated, i.e., in which there are, somewhere or 
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other, openings for additional labour, the twenty will be re- 
absorbed by the aid of the very Exchanges which cause their 
extrusion. In a country which is over-populated, it is a matter 
of vital importance to replace 200 potential fathers of families 
by 180, plus twenty men who will have to be emigrated. On 
any view of society one man at a living wage is more desirable 
than two half-starved. 

It is of more importance to argue that the illustration just 
given is of almost universal significance. The principle which 
it inculcates, whether described as that of organising the separate 
demands of individual employers for labour into a single joint 
demand or as that of increasing the fluidity of the supply, is in 
varying degrees applicable to every industry and to almost every 
range of employment. This extension of the argument follows 
two distinct or at least distinguishable lines. 

The first is a natural or direct continuation of the line by 
which the present point was reached. How, it was asked, can 
the casual labouring class—the despair of relief committees—be 
abolished? Only, it was answered, by transforming the demand 
by meeting which they live miserably into one for more regular 
employees ; the potential supply is inexhaustible. The essence 
of this transformation, moreover, must be the combination of 
the labour demands of separate similar businesses into a single 
joint demand in which independent opposite fluctuations may 
neutralise one another. Such a transformation has since 1891 been 
carried out in the employment offered by the London and India 
Docks Company. Formerly each of the forty-seven departments 
of the company’s work was a separate unit for the engagement 
of men; each department had its insignificant nucleus of regular 
hands, and its attendant crowd of more or less loosely attached 
casuals; eighty per cent. of the work was done by irregular 
labour. Now the whole dock system is, so far as the company’s 
work goes, the unit for the engagement of men; eighty per cent. 
of the work is done by a unified staff of weekly servants directed 
from one spot to another by a central office. By simple co- 
operation between its different departments, the company has 
substantially decreased the possibilities of getting casual employ- 
ment and the demand for casual, as opposed to responsible 
regular labourers. The application of the principle involved in 
this change to every industry conducted mainly by casua) labour 
and to the fringe of irregular employment to be found in prac- 
tically every industry is the only remedy consistent with the con- 
tinuance of private enterprise for the most urgent and perplexing 
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part of the unemployed problem. It requires in the typical 
casual occupations the more or less deliberate co-operation of 
groups of employers in using for their irregular work a common 
supply of labour centralised at an Exchange. It requires the 
tacit co-operation of all employers in abandoning the practice of 
taking men on casually from the streets or the public-houses or 
each at his own gates. Men obtained through the Exchange will 
in respect of each individual employer remain as casual as before ; 
in respect of the Exchange itself, representing the joint demand 
of many employers, they may be organised into a staff with com- 
parative continuity of employment. It is unnecessary to argue 
that this can be done completely. Whatever can be done in 
this direction is so much to the good, is a step towards abolishing 
the under-employed class by abolishing the opportunities for 
under-employment, 1.e., for casual employment having no refer- 
ence to past or future. So long as the unorganised demand of 
hundreds of employers, large and small, for irregular hands 
continues, so long will it seize upon all the temporarily distressed 
in the country, and out of them fashion the unorganised ubiquit- 
ous supply of casual labourers which is its counterpart. The 
present line of argument leads, indeed, to a perception of a mass 
of chronic poverty indicating not so much want of employment 
as a bad form of employment. It shows, resulting from almost 
universal carelessness (for all are in various degrees employers 


.of casual labour), a social disease—‘‘ under-employment ’’—of 


the same positive character as sweating or as artificial pauperism. 
Sweating implies a rate of wages sufficient to induce people of 
low standards to try to live by it, but insufficient to maintain 
them or their dependents properly. Under-employment implies 
a perhaps daily chance of work sufficient to attract men of low 
standards or irregular habits, but insufficient—even with a high 
nominal rate of wages—to yield actual average earnings above 
starvation point. Under-employment is the subtler evil, and, 
therefore, most likely to be misunderstood and aggravated by 
mistaken treatment, as it is now being aggravated by subsidies 
from charity, from the Poor Law and from Distress Committees. 
It is at the same time the evil which, once understood, can be 
cured with least opposition, for it is as harmful to employers in 
leading to irresponsible and inefficient service as it is to the 
employees and to the community. 

Along the first line of development the argument has moved 
from a study of distress to a definition of casual employment as 
its cause. The general theme of the overstocking of the labour 
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market has been narrowed to its acute manifestations in occu- 
pations at once highly irregular and comparatively low-skilled and 
ill-paid. The casual waterside labourer has been constantly in 
view. The same theme has now to be considered in a perfectly 
general way, with reference to all occupations skilled or un- 
skilled, regular or irregular, prosperous or miserable. The same 
want of organisation for adjusting labour supply and demand will 
be treated as the cause-less of distress than of waste of labour 
power, whether involving distress or not. The same remedy 
will be described from another point of view. 

What happens when in any town A some particular industry 
expands so that the demand for labour begins to outrun the 
supply? The demand will either be met by the migration of 
men already in the trade from other places where employment 
of that class is slack, or it will tend in A itself to attract fresh 
people into the trade—to hasten the promotion of learners and 
apprentices to adult work and wages, to make mechanics at 
need out of semi-skilled assistants and labourers, to cause a 
transference from cognate but less desirable occupations. In 
other words, just to the extent that a demand at A is not felt 
outside A, just to the extent that the labour supply is not fluid 
between A and other places, will result the entry of fresh 
people into a trade at A, while fully qualified workmen in the 
same trade are unemployed in half a dozen other towns. The 
labour market of that trade will, in respect to its total needs, 
become overstocked. 

The argument here presented is of universal application. The 
supply of labour attracted into any trade or district bears to the 
corresponding demand for labour a relation directly dependent 
upon the extent to which industrial conditions in that trade or 
district approach an ideal in which perfect fluidity of the supply 
is combined with complete unification of the demand. The at- 
tainment of that ideal in any particular case would secure the 
exhaustion of the existing labour supply before any fresh supply 
was introduced. It would, so to speak, give the men already in 
a trade or district, as against those outside it, the first call upon 
any work which they were competent to perform. Suppose, for 
instance, that this ideal were realised in regard to carmen in 
Poplar, i.e., that all Poplar carmen, so soon as they were un- 
employed, registered themselves at one known office (perfect 
fluidity of supply) to which also all employers sent so soon as 
they required a carman (complete unification of demand). It 
is obvious that no man from Bethnal Green or West Ham would 
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get a carman’s job in Poplar so long as any equally competent 
Poplar man was unemployed. It is obvious that in the absence 
of any such organisation a Poplar employer may take on a 
Bethnal Green man who comes to him casually through the 
streets, and then have to pay rates to support the Poplar man 
in the workhouse. The illustration given is deliberately parochial. 
The result of organising the labour market by universal labour 
exchanges would be, and its objects should be, to give a measure 
of protection to those already in any trade or district as against 
the potential competition of those outside it. This protective 
tendency is a paradoxical but essential consequence of increasing 
the mobility of the workman. On the other hand, the linking up 
the various local Exchanges would more than anything else secure 
that so soon as there was not in Poplar any competent unem- 
ployed carman, one could be obtained from Bethnal Green or 
elsewhere. 

The present discussion started with the question: What can 
any organisation for making the supply of labour more fluid contri- 
bute to the solution of a difficulty occasioned apparently not by 
the fact that the supply is insufficiently mobile, but that it is 
excessive? The general answer can now be given that the 
supply of labour in every occupation is excessive just because it 
is insufficiently mobile. The modern workman has all through 
life two distinct functions—that of labouring, and that of finding 
a market for his labour. The less time he is compelled to devote 
to the second of these functions, the more he has for the first 
of them. He can produce and earn more, the less the time and 
energy he has to devote to finding opportunities for producing 
and earning. ‘To increase the mobility of the labourer is, there- 
fore, to increase his average working efficiency—in other words, 
to decrease the number of individuals between whom any given 
amount of work is distributed. The attainment of the maxi- 
mum of mobility depends upon the universal appplication 
of the principle of the Labour Exchange—that for every 
trade or administrative area there should be offices to which all 
men seeking employers and all employers seeking men should 


1 For ‘‘ Poplar” read ‘‘ London’’: an efficient system of Exchanges by causing 
the London labour supply to be exhausted before there is room for the countryman, 
must diminish the attractiveness of the towns, and exert some influence—great or 
small—against the twin evils of urban congestion and rural depopulation. For 
‘¢ Poplar carmen” read ‘‘ all carmen”: the protection of those in a trade against 
excessive recruiting of it as the result of purely local developments, must exert 
some influence—great or small—against the premature displacement of the middle- 


aged by the young. 
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invariably and at once resort, and that all these offices should 
be in continual communication. Statically considered, the 
effect would be in any given occupation, volume of work, and 
all other conditions, remaining the same, a smaller number of 
men employed, but more continuous employment. Dynamically 
considered, the effect would be to secure the recruiting of each 
trade in accordance with its real growth, and not in response 
to local or sporadic developments. The unification of the labour 
market in each trade would be a step towards giving to employ- 
ment in that trade as a whole the stability and the orderly pro- 
gression which characterises employment in a single large under- 
taking. 


III. 


What, however, has this rather large talk of organising the labour 
market to do with the work actually performed by the Metropolitan 
Employment Exchanges? Little enough perhaps at present. The 
unmistakable vitality and growth of the new Exehanges is satis- 
factory testimony to what can be done merely by exercising care 
in the selection of superintendents, and by keeping their manage- 
ment free from some of the grosser errors that have ruined 
previous efforts in the same direction. To fill over 1,400 places 
in about the third month of effective working is a good begin- 
ning, but in reference to what has to be done it is no more than 
a drop in the ocean, and it represents not even a beginning with 
the most urgent part of the problem. 

That only amounts to saying that the Central Body has em- 
barked on a very large undertaking, too large, perhaps, for its 
powers, destined, perhaps, to prove beyond the powers of any 
system of voluntary Exchanges. The present experiment may 
fail of inherent weakness, or may be wrecked by mistaken opposi- 
tion. It will simply need to be followed by a fresh efiort directed 
to the same object, however different the line of approach or 
the authority in charge. The community has to choose between 
organising the labour market so as to dispense with the acuter 
forms of casual employment and giving up the problem of the 
unemployed. For any public authority appointed to deal with 
that problem, and taking the duty seriously, the attempt now 
being made by the Central Body is a matter not of choice, but 
of necessity. 

‘* Decasualisation ’’ is not merely the only remedy, and, 
within the limits of a competitive industrial system, a radical 
remedy for that one element in the unemployed problem which 
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has been described as chronic under-employment. It is the in- 
dispensable preliminary to any secure dealing with the other 
factors in the problem; it is that permanent re-construction of 
conditions in the lowest grades of industry which is needed to 
give scope or value to most of the other remedies proposed. What 
are these remedies? ‘They may be classified as remedies of per- 
manent removal, of temporary assistance, of individual improve- 
ment. 

The theory underlying remedies of permanent removal— 
emigration, home colonisation, afforestation, and all opening of 
new industries—is that the unemployed are surplus population. 
‘* Remove the surplus, and all will be well.’’ At particular places 
and times there undoubtedly are surplus labourers in need of 
simple removal, and emigration in particular offers an extremely 
useful safety valve. But, as regards the commonest cause of 
occasional surplusage—temporary trade depression—the device 
of removal is neither appropriate nor final. It is not appropriate, 
because trade will recover from the temporary depression, and 
the men who have been removed will be missed later. And it 
is not final, because trade recovery will be followed in due course 
by trade depression, and there will again and again ad infinitum 
be a temporary surplus calling for removal. Moreover, the gist 
of the unemployed problem is not surplusage of population. A 
really superfluous man, i.e., a man not wanted at all, finds 
himself in the workhouse at once. The unemployed problem 
lingers mainly because it is a matter of labourers, not superfluous, 
but in reserve, getting too little work, yet still some work, having 
a place in industry, not no place, so that their removal would 
leave place and demand for another. There are too many general 
labourers in London, but their excess shows itself in the partial 
idleness of many, rather than in the complete idleness of a few. 
When this over-wide distribution of work has been amended, 
as it is the function of an Exchange to amend it, there will result 
as a correlative to the more continuous employment of some the 
total unemployment of others; part of the reserve of labour will 
have been converted into a temporary surplus, which it will then 
be useful and necessary to remove by emigration, home colonisa- 
tion, or whatever else may seem practicable. Till then the 
remedies of removal will be draining a reservoir that fills again 
automatically. 

Noctes atque dies patet atri janna Ditis. The line ex- 
presses accurately alike the method and the character of casual 
employment. 
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The theory underlying remedies of temporary assistance is 
that special industries or all industries are subject to periodic 
fluctuations, whose effect is to throw out of work men hitherto 
in good employment and likely to be in demand again when the 
depression passes. ‘Temporary assistance—in the way of relief 
work or allowances—if it serves to catch these men as they 
fall idle, and tide them over till they recover employment, may 
therefore accomplish permanent good. It may prevent passing 
distress from resulting in lifelong demoralisation. All that is 
required is first to ascertain by investigation that the men helped 
have hitherto been in good employment, so that they are likely 
to be in it again; second, to make relief work, while free from 
degrading conditions, less attractive than ordinary work, so as 
to put pressure on them to leave at the first opportunity. This 
theory, which appears to be mainly responsible for the Unem- 
ployed Workmen Act, is all right as a theory. The trade union 
returns are unimpeachable statistical evidence of periodic fluctua- 
tions in employment. The practice founded on -the theory is 
futile and deplorable, because at present exceptional depression 
shows itself almost entirely in giving a slightly harder time to 
the chronic under-employed, rather than in throwing out men 
hitherto of good industrial character. Investigation breaks down 
because nearly all the applicants are of the under-employed, 
characterless type. Deterrence without the pauper stigma 
breaks down because it is humanly impossible to make relief- 
work less attractive than the ordinary life of a general labourer 
without making it inadequate as relief. ‘‘ Tiding over’’ breaks 
down partly because trade depression is a matter of years rather 
than months, still more because there is no further shore to 
which the bulk of the applicants can be tided over. They cannot 
be expected to ‘‘return’’ to good employment when that is a 
thing which they have never, or never within recent years, 
enjoyed. They simply go back to the docks or the Distress Com- 
mittee office if that is still open. 

The theory underlying remedies of individual improvement is 
that the unemployed problem is mainly one of individual 
character. The influence of personal character is undeniable and 
all-pervasive. What, however, makes character? The great 
bulk of those with whom unemployed authorities have to deal 
appear materially or morally incapable of effective foresight for 
themselves or their children, of more than a hand-to-mouth exist- 
ence, of more than spasmodic thriftiness. They cannot in the 
mass—for an individual here and there anything is possible— 
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escape the influence of their conditions of employment, and the 
most certain effect of casual employment—making idleness, 
slovenliness, and irresponsibility easy and tempting—is just that 
instability of character which is the despair of relief committees 
and trade union organisers. The manufacturer puts by reserves, 
averaging his profits over good and bad times; the skilled trade 
unionist really does the same when he subscribes while earning 
to obtain unemployed benefit when he cannot earn. It is arguable 
that a sufficient remedy for the difficulties of periodic trade de- 
pression is to be found in the spread of this practice: in 
universal trade unionism able at once to provide the machinery 
of insurance against unemployment and to secure in each occupa- 
tion a wage permitting of insurance. Unfortunately, the con- 
ditions for the application of this remedy do not exist at present. 
Casual employment produces a class of casual labourers upon 
which trade unionism and friendly societies get no hold. The 
reform of casual employment is to be regarded, not as the alterna- 
tive to self-help, individual or associated, but as the necessary 
preliminary to its further development. 

The Unemployed Workmen Act has now been on trial for 
two winters. The attitude of nearly all those engaged in its 
administration may fairly be described as one of growing hope- 
lessness. Those who see anything of what they are doing at 
all see that they are applying trumpery palliatives to a chronic 
disease. Hence one section argues for doing less in the way of 
providing employment; another section argues for doing more. 
The present paper is a plea for beginning by doing something 
entirely different. The organisation of the labour market will 
not make more work or diminish the existing population. Its 
temporary effect, in a labour market long disorganised and over- 
charged, will be to concentrate work on some so as to create a 
temporary surplus completely without employment, and needing 
perhaps deliberate removal by emigration or otherwise. Its per- 
manent effect will be to reconstruct and improve the whole con- 
ditions of employment, above all in the lower ranges of industry. 
Its aim is to rule out the possibility of living by casual labour, 
by making all labour reasonably continuous under an associated 
group of employers where it cannot be so under one employer. 
As such it may appeal to many interests and to many schools 
of thought. It benefits the workman—by greater continuity of 
employment—and the employer—by the prospect of better and 
more responsible service. It is at one and the same time an 
extension into the industrial sphere of the Charity Organisation 
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principle against casual relief, and a development of the 
trade union principle that one man at a living wage is better 
than two at half wages. It is socialistic because it is a piece 
of that organisation of industry in regard to which academic 
Socialism—national ownership of the means of production—is 
only the means to an end. It is individualistic because, by 
diminishing the chances of the labour market, it gives more 
decisive influence to individual merit. If it cannot appeal 
to any one school or one interest against another; it can appeal 
to all against their common foe—wasteful want of thought and 
organisation. 





W. H. BEVERIDGE 





No. 65.—VoOL. XVII. 











REVIEWS 


The Nature of Capital and Income. By Irvina Fisuer, Ph.D. 
(New York: Macmillan Co., 1906.) 


THE importance and the difficulty of the subject, no less than 
the ability of the author, render this book one of the highest 
interest and value. The views expressed are by no means ortho- 
dox, and are, at first sight, of a rather surprising nature. Dr. 
Irving Fisher will probably shock the business man as much as 
the economist. The basis of his views can be put in two sen- 
tences: ‘‘ A stock of wealth existing at a moment of time is 
called capital. A flow of services through a period of time is 
cailed income.’’ Wealth is defined to include all those parts 
of the material universe which have been appropriated to the uses 
of mankind. According to this definition, wealth includes man, 
and as a concession the author admits a definition of wealth (in 
its more restricted sense) as meaning ‘‘ Material objects owned 
by man and external to the owner.’’ From a logical point of 
view these definitions are no doubt convenient, but difficulties, 
though they may be avoided, cannot be solved by a convenient 
choice of definition. This appears to be the vulnerable point 
of Dr. Fisher’s book ; no doubt he clears the ground; he gets rid 
of many common confusions, he does not fall into many errors 
which come from confounding capital and income. But before 
discussing special points in greater detail it will be proper, 
in order to avoid any misrepresentation, to give the author’s sum- 
mary of his position in his actual words :— 


‘To describe in a few words the nature of capital and income, 
we may say that those parts of the material universe which at any 
time are under the dominion of man constitute his capital wealth; 
its ownership, his capital property; its value, his capital value; its 
desirability, his subjective capital. But capital in any of these 
senses stands for anticipated income, which consists of a stream 
of services or its value. When values are considered, the causal 
relation is not from capital to income, but from income to capital ; 
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not from present to future, but from future to present; in other 
words, the value of capital is the discounted value of the expected 
income. The fluctuations of this capital value will, chance aside, 
be equal and opposite to the deviations of ‘‘ income ’’ from ‘‘ earn- 
ings,’’ whereas, when the influence of chance is included, there will 
be, in addition to these fluctuations, still others which mirror the 
successive changes in the outlook for future income ”’ (p. 328). 


The important questions are those concerned with capital, 
value, and income value, and in particular the relation of these 


two to one another. The practical form in which the questions. 


arise are most usually: (1) how is any given valuation to be 
made; (2) what items should be included in capital accounts, 
what in profit and loss, or income accounts? No doubt a 
capital account is primarily a record of the relations existing 
at any given time between assets and liabilities. Thus the 
capital account of a business on January Ist, 1907, should state 
the value of the assets and the amount of the liabilities. 
Generally, there is not much difficulty about the habilities ; some 
businesses (that of life insurance, for instance) have to value 
their liabilities by actuarial methods, but this is because the con- 
tracts under which the liabilities arise are of a rather special char- 
acter, namely, to pay sums of money at times which are not cer- 
tain, but which are determined in relation to the lives of human 
beings ; but the majority of business contracts involve a liability 
to pay money or deliver goods at a time which is fixed or nearly 
so, and which is not remote. But the valuation of assets is a 
very different matter; their value depends upon how they are 
regarded ; a stock of raw material may be valued at cost price, 
or at the current market price, or at what it would fetch on a 
forced sale, or in many other ways. Most of the valuations on 
the assets side of the account are very arbitrary ; business men, 
accountants, and theorists may all differ to almost any extent, 
and yet the correctness of a capital account, or, rather, the cor- 
rectness of the view expressed by the capital account, depends 
upon the correctness of the principles upon which the valuation 
of the separate items are based. It is this which is the prac- 
tical difficulty. On what principles should valuations of assets 
be made? Assets, we are told, represent the value of future ex- 
pectations. No doubt; but this does not answer the question ; 
it merely transforms it into ‘‘How should future expectations 
be valued?’’ Whose expectations? Those of the owners of the 
assets? or is the valuer to form his own expectations? on what 
should he base such expectations? Is there a true value, which 
G 2 
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could be ascertained ultimately in the light of what actually hap- 
pens in the future? or is there no true value, no ideal mark, for 
the valuer to aim at? Such difficulties are not touched by any 
rules as to the proper method of keeping capital accounts. 

Income accounts present other difficulties; once grant that 
income and outgo consist of services and disservices, then in theory 
an income account can be kept. But no one would, in fact, 
keep income accounts to show the income value of all services. 
The doctrine, that which is here put forward, that a corporation, 
as an entity distinct from its stockholders, cannot enjoy income 
or suffer outgo appears, at first sight, sufficiently startling, and 
can hardly be considered correct from a legal point of view. 
Such a proposition in substance assumes that stockholders have 
a right to have all profits distributed as dividends. The problem 
of income (in the sense of income value, not income services) is 
to determine what is meant by net income over a period of time. 

A common case in which it arises is to determine what should 
be accounted income for the purposes of an income-tax. This 
is discussed with ingenuity and logic in Chapter 14, but the result 
is so different from the plain man’s view that serious difficulty 
would probably be caused if a State attempted to levy an income- 
tax in accordance with the results of this logical theory. As a 
practical question, we are still stumbling over the difficulties of 
distinguishing between a permanent and precarious, or unearned 
or earned income, as the recent report of the House of Commons’ 
Committee shows. 

Passing from these difficulties we may consider the relation 
of capital to income. Since either may be measured in quantity 
or value, we get four forms of ratio, which are respectively called 
by Dr. Fisher physical productivity (quantity of services per 
unit of time to quantity of capital), value productivity (value of 
income from capital to quantity of capital), physical return (quan- 
tity of services rendered by capital to the quantity of capital), 
value return (value of services to the value of the capital yielding 
them). If the income is perpetual and flows uniformly, this value 
return is the ratio of interest. Rate of interest may be considered 
as the price of capital, or the premium by which the value of 
present goods exceeds those of future goods. Dr. Fisher’s con- 
sideration of this, and his working out of the mathematical rela- 
tions between the rates of interest considered as a premium and 
as a price is very clear, and should help to dispel many common 
confusions. In truth, the important series of mathematical ap- 
pendices, though of little interest to actuaries, will probably be 
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held by many readers to be the most valuable part of this important 
book. The author’s views on the difficult subject of probability 
are of more doubtful value, but whose views are of value? Is 
it true that if a penny is tossed up and comes down heads the 
chance of its coming down heads if tossed a second time is one- 
half? 

To sum up: this book is worthy of its author; it will add to 
the very high esteem in which he is held by economists; it will 
compel a great deal of clear thinking on a most difficult subject, 
and from a theoretical and logical point of view demands the 
highest praise; the lawyer, the accountant, perhaps also the 
psychologist and the philosopher, will perhaps be inclined to 
criticise such facts as are concerned with their respective subjects. 
Some economists will feel that their difficulties have been made 
clearer, even if they have not been resolved ; others will feel that 
many of their difficulties have been resolved by Dr. Irving 
Fisher’s logic. All must admire the scientific temper and sin- 
cere love of truth which has inspired this book. 

C. P. SANGER 


The Principles of Money and Banking. By CHARuEs A. CONANT. 
(London: Harper and Brothers, 1905. 2 vols.) 


Mr. Conant, who has achieved a limited immortality from 
having given his name to a coin in the Philippines, is well quali- 
fied, from his great practical experience of currency questions, 
to write a book upon money. He is further qualified by the fact 
that he has studied with care the literature of money and bank- 
ing, so far as it is written in English or French. Why German 
authorities should be boycotted it is difficult to say; perhaps the 
author had a prejudice against the German language, or German 
professors, or German officials, or the German Emperor. Prob- 
ably, the first of these hypotheses is the correct one, since even 
in the bibliography German authorities are referred to in transla- 
tions. Be this as it may, these two volumes are a careful and 
painstaking compilation, containing a large quantity of valuable 
and interesting information. It is a very safe book to put into 
the hands of students; there are no wild speculations; the tone 
is conservative. The question, ‘‘ Is an ideal money attainable? ”’ 
is firmly answered in the negative. The work is dedicated ‘* to 
Hugh H. Hanna, whose unselfish labours have done so much to 
establish a sound monetary system in America, and extend it to 
other parts of the world.’’ Sound money is generally a euphem- 
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ism for a gold standard. Probably the most powerful argument 
in favour of a gold standard is that it de facto exists in a very 
large part of the civilised world. Certainly monetary experiments 
are very risky ; but now that the Republican party has abandoned 
bimettalism, the Indian mints are closed to silver, Japan has a 
gold standard, and the Transvaal mines have an enormous annual 
output, it is easy to discuss monetary questions on their merits, 
and even to doubt whether sound money is the best thing attain- 
able on this globe. We venture to say all this because that belief 
in progress which characterises and inspires so many of the citi- 
zens of the United States is inconsistent with very conservative 
views of money which are held by many Americans. Why 
should there not be progress in money as in all the material 
things? This, however, is our only criticism. This book was 
wanted ; it brings the facts up to date; it traces the last stages 
of the triumph of the gold standard ; it contains a most excellent 
account of the evolution of commercial banking. 

The discussion of stocks and shares is naturally treated from 
an American rather than an English point of view; for instance, 
the expression ‘‘ negotiable securities ’’ is most inconvenient in 
English. Negotiability has a definite technical sense in which 
it is applied to negotiable instruments. In strict logic shares or 
stock are not securities. So that negotiable securities should 
mean those debentures which by custom are treated as negotiable, 
not those investments which are readily saleable. It is incon- 
venient that the same words should bear different meanings 1n 
the two hemispheres. 

Mr. Conant renders a service by pointing out what is so fre- 
quently overlooked—that State Socialism cannot remedy those 
evils in production which cause crises ; however evident it may be 
that ‘‘ A remedy for existing evils in production cannot be found 
in State Socialism or co-operation unless the representatives of 
the State or the co-operative body are endowed with absolute 
knowledge of all elements affecting demand and supply, not only 
in the present, but in demand and in methods of production in the 
future ’’; yet the obvious is often overlooked, and Mr. Conant is 
most wise to point it out. The tendency which is now common 
amongst poorly educated people to regard officialdom as a cure 
for most evils is partly based upon an assumption of official omnis- 
cience. Much could be learnt from a comparative study of the 
efficacy of State banks, and such private institutions as the Bank 
of England; but the subject is a difficult one. Meanwhile, The 
Principles of Money and Banking should be read by all who wish 
a subsoil of fact from which their theories may spring. 

C. P. SANGER 
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The Wheel of Wealth: Being a Reconstruction of the Science and 
Art of Political Economy on the Lines of Modern Evolution. 
By Joun Beattig Crozier. (London: Longmans, Green, 
and Co., 1906.) 


TuHIs lofty title is preceded by half a dozen pages of extracts 
from the publishers’ puff book, from which it appears that Mr. 
Crozier has written other works on the lines of evolution, includ- 
ing a chapter on personal evolution and autobiography entitled 
My Inner Life. If we make the usual assumption, that the real 
value of the books corresponds to the nominal value of the re- 
views, and that we are not dealing with a case of inflated incon- 
vertible paper, Mr. Crozier has achieved a considerable reputa- 
tion : in the words of the Dundee Courier, Mr. Crozier’s monu- 
mental work is one of the precious gifts to the literature of this 
generation. 

In style and thought the present work is a curious mélange 
of the mannerisms of the seventeenth and the nineteenth cen- 
turies. Its political biology is reminiscent of Hobbes and his 
Leviathan—and Mr. Crozier’s book would have gained in interest 
if he had put as a frontispiece a picture of his Great Wheel and 
his Little Wheels, just as Hobbes gave a picture of his Great 
Leviathan and his Little Men. If the reader wishes to know 
more in detail the use made by Mr. Crozier of these seventeenth 
century biological ideas, let him look up in the index, Tape-Worm, 
Analogy of, and he will be pleased to find that Adam Smith’s 
conception of the economics of the world as a whole is represented 
asa gigantic Tape-Worm—the component nations being either 
smaller Tape-Worms or segments in the Great Tape-Worm as 
the texture of the argument may demand. 

** How unlike,’ exclaims our author, “ all this is to any image 
that can possibly be formed of industry as it exists at the present 
day. . . . Instead of being constructed on the type of the lowly 
organised worm, its true analogy is to be found only in the verte- 
brate kingdom, where there is neither priority of function nor grada- 
tion in the order of importance of one organ over the rest—as of 
heart over lungs, lungs over stomach, stomach over organs of 
locomotion; nor yet priority in order of time of the advent of one 
organ over another, for all must develop pari passu before any in- 
crease of growth can take place; nor yet a constitution of parts 
or organs all duplicates of one another and each with a semi-in- 
dependence of its own, like the segments of the worm, &c., &c.”’ 


In this passage the model for the style is apparently some vague 
memory of the rolling alternatives of the Athanasian Creed, but 
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in general the style most affected is that of Herbert Spencer— 
and, in fact, the seventeenth century animals and images are al] 
fitted into the formule of the evolution of the nineteenth. 

In one respect, at least, Mr. Crozier has excelled his master, 
namely, in the inordinate length of his sentences: there is one 
sentence beginning with ‘‘\But that Political Economy,’’ and 
ending with ‘‘ our most serious consideration,’ that covers two 
pages, and is followed by another of almost equal length begin- 
ning with ‘‘ Or, to put it in general terms, &c.’’ (p. 259-262). 

To judge by the present work Mr. Crozier does not realise that 
the general theory of social evolution only offers at the best a 
terminology which may be useful in describing certain forms of 
development : it provides no substitute for the laborious investi- 
gation of the evidence that is necessary to trace the steps in each 
particular case. 

In economics this terminology may be applied in two direc- 
tions : provided always that the appropriate ideas and facts are 
used for the substance of the argument. We may trace, as in 
economic history, the development of various institutions: and 
we may apply the evolutionary terminology to the growth and 
decay of village communities, gilds, methods of taxation, and 
particular taxes, markets, systems of coinage, banking, and credit, 
and, indeed, wherever we have continuous growth we can, if we 
like, use the words which came into fashion with the “‘ general 
theory of evolution.’’ But we can, if we please, equally well 
express the results of our inquiries in some other terminology, 
and in any case no manipulation of language will dispense with 
one jot of the evidence. Dr. Cunningham’s Growth of English 
Industry and Commerce is throughout dominated by ideas of de- 
velopment and decay, but the value of the work depends on the 
treatment of the particular evidences. Mr. Crozier apparently has 
never read any economic history, and, contrary to the funda- 
mental ideas of general evolution, he seems to think that the in- 
dustrial revolution was of the nature of a universal earthquake 
which swallowed up the past, and gave the new men with their 
new machines free play for another and totally different variation 
of general evolutionary processes. If Mr. Crozier will refer to Dr. 
Cunningham he will find good reasons for placing the beginning 
of the modern era of economic history in the reign of Elizabeth ; 
and in any case the industrial revolution no more made a clean 
sweep of the past than did the French Revolution. 

The other department of economic inquiry in which the ter- 
minology of evolution may be used to express the results obtained 
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by weighing the appropriate evidence, is in tracing the develop- 
ment and decay of economic theories. Here, again, however, 
there is no short cut to be found by following a priori evolutionary 
ideas. Mr. Crozier is so impressed with the notion that between 
the eighteenth and nineteenth centuries there is a great gulf fixed, 
that he feels obliged to show that Adam Smith is hopelessly 
antiquated, and as his successors have retained most of his funda- 
mental ideas, that they also are hopelessly antiquated. Here is 
the conclusion in the author’s own words :— 


*‘It is my conviction that, were all the works of the orthodox 
economists, from Adam Smith down to the latest representatives 
of the academical schools, thrown over once and for all, and a fresh 
start made from the works of Mr. Gunton and Mr. Hobson—as in 
astronomy from Copernicus and Kepler—the world of nations to 
whom the true solution of the problems of political economy, and 
especially that of Free Trade and Protection, is of the most pressing 
and vital importance, would be the better for it’’ (p. 511). 


All good things are three, as the Germans say, and the trio 
of economists is completed by the addition of Mr. Crozier him- 
self. It is ludicrous to discover that, in spite of their agreement 
on fundamentals and the application of evolution and dynamics to 
economics, whilst Mr. Crozier fears in the Preface (p. x) that 
he may have ‘‘ outrun the sympathy even of.the hardiest and 
most thoroughgoing of Protectionists,’’ Mr. Hobson is a Free 
Trader, and the attitude of Mr. Gunton is indeterminate or un- 
known (p. 505). It almost seems as if the process of elimination 
would be carried two steps further, and the survivals of the fittest 
reduced to one. 

Instead of applying evolutionary terms to describe the actual 
development of economic theories, Mr. Crozier’s principal aim 
seems to be to show that in all essentials Adam Smith adopted the 
ideas of the physiocrats, and that there has never been any real 
change since—that is to say, that the evolution of economics began 
and ended with the physiocrats ; and apparently the reason for this 
sudden arrestment was that the physiocrat ideas were (especially 
after the industrial revolution), barren and unproductive, and they 
were barren because in Mr. Crozier’s phraseology they were 
statical and not dynamical. 

It is not worth while, in the columns of this JOURNAL, to ex- 
pose in detail the glaring inaccuracies and misconceptions of Mr. 
Crozier in trying to show that all the economists from Adam Smith 
downwards have overlooked the most simple truths, and pro- 
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pounded the most glaring fallacies. One of his most frequent 
charges is that they have paid no attention to the consumption of 
wealth, but have made production the be-all and the end-all of 
their pseudo-science. Let Adam Smith answer for himself: 
‘* Consumption is the sole end and purpose of all production ; and 
the interest of the producer ought to be attended to only so far 
as it may be necessary for promoting that of the consumer. This 
maxim is so self-evident that it would be absurd to attempt to 
prove it.’” And Adam Smith, in summing up the merits of the 
physiocrats, places first their representation of the wealth of 
nations as consisting in the consumable goods annually reproduced 
by the labour of the society. That producers are also consumers, 
and that for the most part consumers are also producers, are com- 
mon-places generally taken for granted. Similarly, that demand 
and supply are reciprocal, that the production of wealth is a con- 
tinuous stream or flow, that with the increase of the national 
dividend all classes of income may rise together, are propositions 
that have been so frequently and clearly stated and illustrated, 
that their rediscovery as new by Mr. Crozier is only explicable 
on the assumption that, seen through the mists of general evolu- 
tion, common objects take on different shapes. 

In conclusion, attention may be called to the sub-title of the 
work as a ‘‘reconstruction of political economy.’’ Part I. is, in- 
deed, called Reconstruction, but it only covers about 100 out of 500 
pages, and even in this part criticism preponderates. We search 
in vain throughout the volume for any new idea, or even new 
presentation of any old idea which can pretend to greater clear- 
ness or efficiency ; on the contrary, the old ideas are hidden in a 
cloud of words. Mr. Crozier’s book may possibly prove attractive 
to those who still think that anything labelled evolutionary is the 
latest product of thought, but if the author really desires to make 
a serious contribution to economic science, he must first of all con- 
descend to understand what has been done already. It may be 
true that from Adam Smith downwards all the labours of econom- 
ists have been useiess, and that Mr. Crozier has been born to set 
them right; but the present volume does nothing to support so 
preposterous a claim. The criticism is for the most part based 
on imperfect reading and misconceptions, and where it happens 
to be valid is at least a generation behind the times; and the re- 
construction consists in the wearisome application of the fantas- 
tical analogy of a wheel. This wheel, according to the preliminary 
description, revolves in a medium “‘thick with powers of Nature 
of all kinds and on all hands—wind, water, soil, steam, and the 
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like—which it is the function of our fourth factor--[the other three 
being Production, Consumption, and Nature ]—the powers of Man, 
to yoke and harness to his service, in the process of keeping the 
circular double-sided wheel of production and consumption 
a-going.’’ And if anyone can make out what this means without 
a series of pictures, he must have an imagination worthy of Blake 
at his maddest. 


J. S. NIcHOLSON 


On Municipal and Nattonal Trading. By the Rr. Hon. Lorp 
Avesury, P.C. (London: Macmillan, 1906. 8vo. Pp. 
vi., 176.) 


THIs book is scarcely entitled to be regarded as a serious con- 
tribution to the discussion of the province of government. The 
term National Trading seems to have been inserted in the title 
merely to justify the inclusion of twenty pages of snippets on 
State railways and three short paragraphs on the telegraph 
system. The character of these may be sufficiently indicated by 
the fact that a large portion consists of comparisons taken from 
Foxwell and Farrer, who wrote in 1889, and are supplemented 
by a table relating to the present time, in which we do not 
observe any comparison of the South-Eastern and Chatham’s 
performances with those of the Northern of France. The 
rest of the work does not differ from the multitude of ill-informed 
diatribes against municipal trading which have become so 
common in recent years. It professes to deal with a part 
of local authorities’ activity which it never attempts to define, 
but which may be conjectured to be that part for which funds 
are intended to be provided by special charges other than ordinary 
rates and taxes. 

No one grumbles very particularly about these special charges. 
The municipal charges for water, gas, and tramway rides are paid 
without any more ill-feeling against the municipality than that 
which every right-minded citizen nourishes against his butcher 
and his baker, and with a good deal less than he nourishes against 
his bootmaker or his plumber. Very often indeed the payer is in 
blissful ignorance of the fact that he is paying a municipality, and 
I have known a town which has had a municipal water-supply 
for 200 years, where plans habitually came in from the office of 
a builder who actually sat on the town council, with the note, 
‘“ Water supply from company’s mains.’’ A campaign against 
municipal trading in which the leaders insisted on the magnitude 
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of these special charges would fall very flat. No one would be 
much moved by an outcry that ten years ago the L.C.C. was not 
exacting a single halfpenny from the public in tram-fares, and 
now it is drawing over a million per annum. 

What is unpopular is not municipal trading charges, obviously 
more or less roughly proportioned to services rendered, but rates, 
which are only so proportioned in so far as a conventional standard, 
namely, the rateable value of premises occupied, corresponds with 
services. Consequently the originators of the campaign in which 
Lord Avebury finds himself involved have hit on the plan of talk- 
ing as if municipal trading were just exactly what it is not, 
namely, paid for out of rates. To say so straight out would of 
course be to utter a falsehood amounting to a contradiction in 
terms, so that it has been necessary to befog the public by mixing 
up all kinds of expenditure and receipts in hopeless confusion. 
The present book proceeds on this tack from the very first page. 
Between 1868 and 190i-2, we are told, the local expenditure of the 
United Kingdom grew from £36,000 ,000 to £144,000,000. A reader 
with his wits about him expects the next step to be a division of 
the increase into the two parts—one the “‘ ordinary ’’ expenditure, 
borne entirely on the rates, and the other the municipal trading 
expenditure, borne with the exception of a comparatively trifling 
amount upon the special charges. But nothing of the kind 
follows. ‘True to the less respectable writers whom he follows, 
Lord Avebury contents himself with vaguely insinuating that the 
increase of expenditure is principally the result of municipal 
trading, and that, somehow or other, in spite of the special 
charges, it all falls on the unpopular rates. How inartistically 
this is done is shown by the next paragraphs, which read as 
follows :— 


“* No sufficient reason can, I submit, be given for this portentous 
increase of expenditure.”’ 


Here we expect the assertion, ‘‘ it is due to municipal trading ”’ 
but it does not come. Instead we drift into 


‘* No doubt in these years the population and rateable value have 
increased, but, as the Industrial Freedom League has pointed out, 
the average rate per head of population has risen in England and 
Wales, in the last twenty-two years, 62 per cent., the average debt 
per head has risen 95 per cent., and the average rate per £ of valu- 
ation 60 per cent. Moreover, as the assessment is increased, we are 
not only paying a higher rate, but on a higher assessment; so that 
the actual sum a man has to pay is raised doubly.’’ 
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If the figures were correct (which they are not) the last 
sentence would be arithmetically absurd. Lord Avebury con- 
tinues :— 


‘* These figures are very grave, but they are not all. Though we 
are paying so much, we are not paying our way. The local authori- 
ties are running head over heels into debt.’’ 


It seems a little incoherent to say first that a man’s debts 
have increased 95 per cent., and in the next paragraph, ‘‘ This 
is not all; he is running head over heels into debt.’’ 

I do not think this is a particularly unfavourable specimen of 
Lord Avebury’s style and reasoning. There are worse. For ex- 
ample, there is the solemn suggestion on p. 159 that ‘‘ compound 
householders’’ whose rates are paid by their landlords vote for 
persons or measures which increase rates, founded on the observa- 
tion that ‘‘ the greater the proportion of compound householders 
who pay no rates, the higher the rates are.’’ -It has not apparently 
struck Lord Avebury that the fact of a large proportion of com- 
pound householders indicates, ceteris paribus, a small amount of 
rateable property per head, which naturally results in a high rate 
per pound, as the cost of many services varies approximately with 
the population rather than the rateable value. No facts are given 
in support of the argument beyond the quotation of West Ham as 
an example. At any rate, the high rates of West Ham cannot be 
attributed to municipal trading, as they had come into being 
before West Ham engaged in municipal trading at all. 

Lord Avebury assures his readers in his Introduction that he 
will show them that (1) municipalities have enough or too much 
to do without trading; (2) municipal trading involves immense 
increase in local debt ; (3) ‘‘ it will involve municipalities in labour 
disputes,’’ (4) it will result in either a loss or a more costly ser- 
vice, from which the ‘‘ working classes will of course be the 
greatest sufferers,’ (5) ‘‘it is a serious check to progress and 
discovery.”’ 

As to the first of these heads, Lord Avebury has nothing to put 
forward except an agenda paper of the L.C.C., which happens, as 
he admits, to be double the usual size. He does not explain why 
he takes as an example the L.C.C., which stands quite by 
itself in every way, which has many functions from which the 
ordinary municipality is free, and does not possess many which 
the ordinary municipality possesses. The fact that the agenda 
paper of the L.C.C. appears to be unnecessarily overcrowded with 
detail is scarcely a reason for alleging either it or ordinary local 





























































\ 
94 THE ECONOMIC JOURNAL [MARCH 


authorities have so much to do that they should not enter on 
municipal trading. The work, he says, is not done by the 
Council or by its committees, but is done ‘‘ by the staff.’’ This 
seems an excellent arrangement, and one which is generally and 
with great advantage adopted in enterprises managed by public 
companies and even in large private businesses, such as the 
greater private banks, of which the principals often have suffi- 
cient leisure to write books on many different subjects. 

As to the second head, Lord Avebury says very truly that the 
debt has increased, but he does not say how much of the increase 
belongs to municipal trading and how much to other services. 
To do so would not suit his purpose. He only wishes to make his 
readers’ flesh creep. The only distinct reference to municipal 
trading in the chapter which professes to deal with this head is 
a quotation from an address delivered to the Industrial Freedom 
League, which professes to show that towns in which the 
‘‘ reproductive ’’ debt bears the smallest proportion to rateable 
value have rates averaging 5s. in the £, and those in which the 
reproductive debt bears the highest proportion to rateable value 
have rates averaging 6s. These figures are got from ‘‘a list of 
78 principal towns ’’ : not, observe, ‘‘ the 78 principal towns,’’ so 
that we may well suppose they were picked for the purpose, and 
we may also notice the somewhat suspicious list of reproductive 
undertakings, “‘ electric light undertakings, tramways, markets, 
water, and so on.’’ Supposing the 78 towns are a fair selection 
and the reproductive undertakings include everything that ought 
to be included and exclude nothing that ought not to be excluded, 
the figures would be very far from proving what they are supposed 
to prove. 

As to the third head (‘‘ it will involve municipalities in labour 
disputes ’’) Lord Avebury relies chiefly, not on anything that has 
happened in English towns, but on the conditions of State- 
employment in Australia, where the Melbourne Argus tells us that 
‘the State servants already constitute almost a clear majority of 
the names on the electors’ rolls.’’ The Victorian railways are 
quoted as an awful example, but Lord Avebury does not pursue 
their history beyond 1895. Does he not know of the subsequent 
struggle and its consequences, or does he think the less said 
about it the better? 

On the fourth head, ‘‘ the great probability, not to say cer- 
tainty, that one of two things will happen : either there will be a 
loss, or the service will cost more. The working classes will, of 
course, be the greatest sufferers,’ Lord Avebury is far from lucid. 
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Strange as it may appear in one who once held high office in 
the L.C.C., he seems to be unaware of the well-known fact that 
housing schemes have for the most part been carried out in an 
attempt to fulfil Parliamentary obligations incurred in clearance 
or improvement schemes, and that for the unremunerative cha- 
racter of these schemes you might just as well blame the railway 
companies, who have, in pursuance of the same obligations, car- 
ried out equally unprofitable arrangements. Nor does it apparently 
strike him that the Industrial Dwellings companies which bought 
land from the Metropolitan Board of Works at ‘‘ housing value ”’ 
are in just the same position as the L.C.C. Housing Committee. 
How completely he misunderstands the whole question is shown 
by his belief that the quotation from the Times relating to a report 
of Mr. Cockerton on p. 63 supports his view. After this muddle 
and a little trifling with the Brighton lamp-posts, Lord Avebury 
reproduces Mr. Holt Schooling’s easy sum, in which 5 per cent. 
on £121,170,000 is correctly worked out to amount.to £6,058,500, 
and his delightful inference that the net loss on 1,029 reproductive 
undertakings is consequently the difference between that sum 
and £571,555, the declared net surplus, plus the amount actually 
allowed for depreciation, which does not include the £1,264,544 
devoted to amortisation of capital. ‘‘I do not pretend to be 
an authority as to what percentage ought to be written off for 
depreciation, but Mr. Schooling has had a long experience in 
such matters, and is well qualified to judge. The figure actually 
taken certainly seems too low, and the difference would convert 
the smal] nominal profit into a substantial loss.’’ 

After this it seems a terrible bathos to descend to ‘‘ Take again 
the Works Department Committee of the London County Coun- 
cil.’’ This is not a municipal trading committee in any reason- 
able sense of the word, but if it were, why trouble about such 
trifles when you have proved a loss of 54 millions per annum? 
A few pages further on Lord Avebury is peddling with Sir Henry 
Fowler’s profit of £378,000, and has apparently fcrgotten all about 


the 54 millions of loss. 
EDWIN CANNAN 


British Canals: Is their Resuscitation Practicable? By EDWIN A. 
Pratt. xix159 pp. cr. 8vo. (London: John Murray, 
1906.) 


THERE is a good deal in Mr. Pratt’s book which is neither 
accurate nor profound, and very often, so far as it goes, militates 
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against his own case. It is absurd to talk as if waggons were 
almost unknown and pack-horses the only means of carrying goods 
when canals were introduced, and for my part I entirely refuse 
to believe that the charge for the conveyance of a pack- 
horse’s load of coal was 2s. 6d. a mile! (p. 18). It 
is natural to distrust an author whose credulity allows 
him to make such a statement. It is odd, too, that one 
who has a weakness for diatribes against municipal enter- 
prises, and considers the Mersey Docks and Harbour Board’s 
business excellently managed, should not have discovered that 
that institution is no more municipal than the Co-operative 
Wholesale or the Royal Economic Society. Are readers really 
so stupid that they will not see the fallacy of assuming that 
railways are too heavily rated for local purposes, merely because 
in some parishes they pay 80 or 90 per cent. of all the rates? 
Why not? If we were told that a railway paid 80 or 90 per 
cent. of the rates of a county, a town, or even a union, we might 
be surprised, but there is nothing to be astonished at in the 
fact that a railway will sometimes pay most of the rates of a 
parish or any other small section of an administrative area. It 
is true that a rural parish may raise rates up to 6d. in the £ 
for its own purposes, but we may be tolerably sure that the 
small parishes referred to do not raise a halfpenny, and that the 
80 or 90 per cent. consists entirely of rates raised for the union 
and the county. Railway rating has its anomalies and absurdi- 
ties, no doubt, but the entire absence of any attempt on the 
part of the railway interest to show that railways or any par- 
ticular railway as a whole pays more than other property is 
significant. Again, it is difficult not to feel irritation against an 
author who first shows that canals are nearly useless and must 
continue to decline, and then seeks to magnify as much as pos- 
sible the amount which the State would have to pay in order to 
acquire them. 

All this is the more annoying because on the main question 
Mr. Pratt has such an excellent case. Even in a perfectly flat 
country canals have many disadvantages as compared with 
railways. On the ordinary canal, the speed of transport is that 
of a walking horse with interruptions. Higher speed created by 
mechanical power cannot be substituted without widening the 
canal and strengthening its banks, and, after all, on the finest 
inland waterway that ever existed the speed attained is inferior 
to that of a mediocre goods train. The cost of construction of 
an ordinary canal on flat country must be much more than that 
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of a railway, even if we only consider what in the case of railways 
are called ‘‘ running lines,’’ still more if we take into account 
sidings and colliery and quarry branches. Barges are too big for 
convenient handling, and as they carry their loads low down 
in a sort of trough, they are much more troublesome to load 
and unload than trucks, which can be filled and emptied from 
any level which may be convenient. Ice is met with every few 
winters in our climate, and is an important obstruction, which 
now and then will close navigation altogether, in spite of all 
devices for keeping it open. The result is that even in a per- 
fectly flat country no one thinks of constructing an ordinary 
canal in preference to a railway, and still less of building a canal 
alongside an already existing railway. The existence of a canal, 
on the other hand, is no obstacle to the creation of a railway, 
and if a line of solid flat land suddenly sprang up from Land’s 
End to New York, a railway would be constructed immediately, 
and would pay an enormous dividend. 

But Great Britain is not flat, and water cannot be induced 
to lie even at the very moderate gradient of two or three feet 
to the mile, say 1 in 2,000, which prevails on the very flattest 
railway runs in England, as, for example, between London and 
Banbury via Reading. Consequently, canals must be constructed 
in absolutely level lengths, and at the end of each length barges 
must be lifted up to a new level. This is done by a cumbrous 
arrangement known as a lock. On the average, Mr. Pratt says, 
there is one lock to every mile and a quarter of canal in Great 
Britain ; 7.e., on the average a barge has to be lifted to a new 
level every mile and a quarter. The process of lifting requires 
not only time and labour, but also an immense quantity of water, 
and the water used always goes one way—down hill. The con- 
sequence is that a large supply of water is wanted at the very 
summit of the canal where it passes over a ridge. This is just 
the place where a steady supply of water is least likely to be 
available. Hence the great canal reservoirs with which the 
country is studded, which are often nearly dry, and would be 
utterly inadequate if the canal traffic were much bigger than 
it is. They are often inadequate as things are, and the water 
which has been used in the locks is laboriously pumped up again 
into the higher levels. What would be thought of a railway if 
the trains had to be lifted a few feet every mile and a quarter, 
and if the rails ran away down hill in dry weather, and had to be 
dregged back again by expensive machinery? It must be reme™- 
bered, too, that nature has so arranged things that the heavy 
No. 65.—VoL. Xvi. H 
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articles for which canal transport is supposed to be particularly 
suitable come mostly from hilly neighbourhoods and high levels 
whence railway trucks run easily. Coal mines and quarries are 
not frequent in the Fens. Anything more ludicrous than the 
idea of constructing branch canals to most of the collieries and 
quarries which have railway sidings can scarcely be conceived. 
EDWIN CANNAN 


Protective and Preferential Import Duties. By A. C. Piaov. 
(London : Macmillan and Co.) 


THis book, though small, must be reckoned one of the most 
brilliant contributions to the discussion of the Fiscal Question. 
It brings together the substance of two articles contributed to 
the Edinburgh Review in October, 1904, and January, 1906, and 
the author’s ‘‘ Riddle of the Tariff,’’ published in 1903, arranged 
as a systematic whole. The Fiscal Question, as the author of 
this book more than once insists, involves much more than 
economic theory, and it is a tenable view that the purely economic 
problems are not the most important. Nevertheless, it is Mr. 
Pigou’s discussion of theoretical points with which it is most 
appropriate to deal in the Economic JOURNAL, and it is no dis- 
paragement of his treatment of the more controversial political 
side of the question if we say that it is in his treatment of 
problems of economic theory that we look for the most valuable 
part of his work. 

In the first chapter we have a short statement of the infant 
industry argument and its modern extensions, and of the well- 
known ‘‘dumping’”’ theory, the conclusion of which is summed 
up (p. 22) thus :— 


“‘From these considerations it appears that, though circum- 
stances may exist in which Protection would ultimately benefit the 
National Dividend, there is no reason to suppose that such circum- 
stances do exist in England at the present time. Since, therefore, 
the argument of our first section proves that Protection must imme- 
mediately injure the dividend, we conclude that it is likely to injure 
it on the whole. I pass, therefore, to the different and more diff- 
cult question whether the collection of a given revenue by duties 
of a protective character is likely to injure the dividend more than 
the collection of an equal revenue in some other way.”’ 


This way of putting the problem seems open to some criti- 
cisms. The argument of the first section is that each individual 
is likely to make the best bargain when not interfered with. 
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‘‘The National Dividend is, however, the sum of the private 
dividends of the members of the nation. Hence it follows that the 
dividend of the whole community is, prima facie, larger when ex- 
change is free than when exchange is not free ’’ (p. 8). 


But is there no general rule that each individual in making his 
own best bargain in international trade to some extent pre- 
judices the position of his fellow-countrymen, and that the 
maximum national advantage is not found in unrestricted in- 
dividual freedom? If this be so, and if tariffs based on the 
usual protective principles are a kind of restriction which is 
beneficial, it would seem that a certain amount of revenue would 
be incidentally raised by a tariff designed primarily to maximise 
the advantage of international trade. Mr. Pigou’s way of stating 
the problem—to raise a given revenue by means of either a pro- 
tective or a non-protective tax—seems to ignore the possibility 
of a combination of the two methods if the protective tariff, not 
primarily designed for revenue, did not yield enough. 

Some reasons have been advanced by the present writer in 
the preceding number of the EcoNoMIc JOURNAL in support of 
the theoretical case for restriction, and the position there taken 
up has a strong resemblance to that of Mr. Pigou in this book 
when he deals with the comparative merits of protective and _non- 
protective duties as a means of raising a given revenue. But 
there is some degree of difference in regard to the comparative 
importance of the indirect influence of an import duty on the 
terms of interchange in foreign trade generally, and that of the 
‘‘ direct gain and loss in respect of the taxed article itself.’’ 
According to Mr. Pigou, the latter is ‘‘the chief element to be 
considered’’ (p. 25). He seems to minimise unduly the indirect 
effect. 

This is a point of some importance in connection with the com- 
parative merits of protective and non-protective taxes. The 
former, as Mr. Pigou recognises on p. 25, has a greater indirect 
influence than the latter, and its advantage is not to be found 
simply in the fact that a certain proportion of the revenue raised 
can be described as falling on the foreigner in the sense ordinarily 
meant (p. 31, first three lines, seems inconsistent with p. 25). 
The more effectively protective a tax is, the less is the revenue 
derived from a tax of given height, and in the extreme case the 
tax would exclude the particular import altogether. The ten- 
dency to increase the National Dividend, however, is greater (for 
taxes less than a certain height) ; the more effectively it protects, 
or more strictly, the more elastic our demand for the imported 
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article. The advantage is not, therefore, to be regarded as simply 
a certain proportion of the revenue. 

The relative importance of direct and indirect effects may 
be seen in the formula which was the basis of the writer’s 
article already referred to. It is derived as follows :— 

Imagine this country to have a currency peculiar to itself. 
Foreigners bring goods here, sell them for our money, the Govern- 
ment levying a tax—whether from buyers or sellers is immaterial. 
With the money received the foreigners purchase our goods and 
take them abroad for sale in their own country. 

Take first the case of a general tax. We can then take one 
commodity only for imports and one for exports. There is thus 
obtained an expression ' for the rate at which advantage increases 
with the increase of a small tax, from which the following in- 
ferences can be drawn. 

(1) The expression is positive, unless both demands are 
inelastic in a certain degree (Cp. Economic JouRNAL, December 
1906, p. 582). Advantage therefore varies directly as the tax. 

(2) The expression is larger, the larger the elasticity of the 
home demand for goods from the foreigner (unless the curve of 
foreign demand is steeper than a rectangular hyperbola.) When 
the elasticity of the home demand is infinite, the value of the 
expression is higher than for any other value of the elasticity. 

(3) Foreign demand plays just as much part in the expression 
as foreign supply, though the tax is on imports (exactly the 


1 Let the equations of supply and demand be— 


Home demand for import. Foreign supply for export. 
=f,(~) y=F (x) 
Home supply for export. Foreign demand for import. 
y= F(x) y=f,{x) 
100 


Our country imposes a tax p per cent ad valorem. Let el 


Let a, and a, be the quantities imported and exported after the tax is imposed, 
We have 
(1) ra, f,(a,) = a_F'o(a9) 
th) _ Fa(a) — ratio of exchange of mone 
a = ee = ys. 
(2) (Fa) Sola) 
Net advantage of trade w is 


a a 
u = [flere [ Payde 
e. 0 
The rate at which advantage is increasing with a small tax is _ when r=1 
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where es and ed are the elasticities of home supply and demand, no and 78 of foreign. 
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same expression is derived in the case of export tax). The larger 
the elasticity of foreign demand, the greater is the importance 
of the magnitude of the home demand, and conversely. In fact, 
we might say that Protectionists correctly appreciate the in- 
fluences affecting the denominator of the expression which in- 
dicates the (variation of) advantage resulting from the duty, and 
the sign of it, whilst Free-traders perceive that the numerator 
is generally rather small. 

With a tax on one of many commodities, the indirect in- 
fluence can be shown to be generally of no less importance than 
the direct effect, by the equal prominence of foreign demand 
and foreign supply. If we take, for simplicity, n imports of 
equal value, having the same elasticity of supply and demand, and 
similarly n exports, the expression for the rate at which ad- 
vantage is increasing when one import is taxed is identical with 
the above, and just one n* of what it would be if all were 
taxed. . i 

This formula shows only the tendency of a very small tax. 
No doubt, if a large revenue were required and heavy taxes 
needed, the advantage of the protective tax would disappear. 
But, as has been remarked, it is not necessary to have the one 
kind exclusively of the other. A few words may be added here 
on the difficult question of the height to which, in theory, import 
taxes can be raised in order to maximise advantage. 

If we assume curves of constant elasticity type, ! the maximum 
advantage rate, it may be shown, is independent of the elasticities 
of home demand and supply.” 

Rather strong assumptions have to be made as to the elas- 
ticity of foreign supply and demand if the rate of the tax affording 
maximum advantage is to come below 10 per cent. 

Little room is left for saying anything about the questions 
raised in other chapters of this book. In connection with the 
question of internal distribution of wealth, two remarks may 
be added in supplement of Mr. Pigou’s discussion—(1) In con- 
sidering the problem generally, apart from the particular circum- 
stances of England, we must remember that the community stand 
to gain more at the expense of rent-owners in the exporting 

1 Cp. Marshall, Principles of Economics, Mathematical Note iii. 
2 With one commodity on each side, the maximum advantage rate, p per cent, is 
given by 
ins 
L.. — 
100+p ~ rea 
no 
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trades than they stand to lose to rent-owners in protected in- 
dustries, since exports are diminished more than imports are 
increased. (2) A point of some importance in England is that 
the tendency of a protective tax to lower the value of money 
means a transference of wealth from the ‘‘rentier’’ class to 
the community. 

The second part of the book, dealing with preferential tariffs, 
contains some very penetrating criticism of a particular scheme. 
The general question whether a mutually advantageous scheme 
might be devised is not dealt with. 

This review has been occupied almost entirely with points 
on which the writer has felt a certain amount of dissent from 
Mr. Pigou’s position. There are many others on which no differ- 
ence arises. There is displayed throughout singular impartiality 
and power of clear analysis. The examination of what may be 
called the special pleas put forward on behalf of Tariff Reform 
(the supposed changing character of exports, dumping, &c.) is 
particularly lucid. The mathematical notes on pp. 27-31 and 
p. 113 are important contributions to the theory of taxation and 
bounties; and the attempt, in Part ii., chap. i., to estimate the 
effects of a proposed Preferential scheme, though necessarily 
speculative, is the best of the kind that has yet been made. 

C. F. BICKERDIKE 


The Industrial Organisation of an Indian Province. By T. 
Morison. (London: Murray. Pp. 327.) 


WHEN Mr. Morison was Principal of the Mohammedan Anglo- 
Oriental College at Aligarh, he used to teach European economics 
to Indian students : now he combines that task with the equally 
difficult task of teaching Indian economics to European students. 
A generation ago readers might have assumed that a book written 
on such subjects for such readers would resemble a book on the 
theory and practice of painting and music intended only for the 
use of men born blind or deaf. But recent economics have tended 
to bridge over the gap between non-competitive custom, which is 
supposed to dominate India, and non-customary competition, 
which is supposed to be the differentia of Europe; and Mr. 
Morison has carried this tendency a stage still further in his able, 
interesting, and judicious book. 

In contrasting Indian and European conditions he is treading 
more or less in a beaten track; but the moral which he draws 
is by no means hackneyed. He tells us how in the United Pro- 
vinces of Agra and Oudh—to which he confines himself—agricul- 
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turists include more, probably far more, than two-thirds of the 
total population ; how each agricultural village aims at local self- 
sufficiency, so that costly machinery is impracticable, and many- 
handed drudgery is essential ; how its weaving, carpentering, and 
other industries are inevitably ‘entrusted to officials; how the 
weaver and carpenter prepare their annual budget of domestic 
income and expenditure ; how rents, salaries, and wages are paid 
in agricultural produce or its estimated equivalent ; and how the 
village grain-dealer buys from, values for, and lends money to 
the agricultural producer. Agriculture is the hinge on which the 
industrial system turns; and the supremacy of agriculture is the 
one vital difference between East and West. English economics 
have not impaired its dominion ; indeed, English law has renewed 
its strength; although in doing so it has multiplied mortgage 
debts, and the author desires rather than expects further reform 
by some native Raffeisen of the dim and distant future; for in- 
novations of a co-operative character must come from within, and 
presuppose a complete change of the moral, rather than of the 
legal or economic environment, and of this change there is as 
yet no symptom. He points out that the ideal of self-sufficiency 
was the distinguishing feature of the rural economy of New 
England for some 200 years, so that it is not so inconsistent with 
modern conditions as some theorists imagine; moreover, it is as 
suited to the peculiar circumstances as shallow ploughing is to 
the peculiar soil of rural India; so that in all probability it has a 
long future before it; and even the village weaver, who is most 
jostled and hustled by external competition, would render his posi- 
tion all but impregnable by the adoption of an improved hand- 
loom. In this sense East will remain East, and West will remain 
West, and the secular differences of East and West are destined 
to endure. But many other differences between Kast and West 
are exaggerated, and turn out to be more apparent than real. 
Thus the old landlord used to eke out his share in the produce 
of the harvest by aids, benevolences, fees, forced presents, and 
fictitious values which varied with the laws of supply and demand ; 
the leather currier eked out his scanty salary by casual work for 
wages in the field, and we read of the cultivator watching him as 
he reaps and reaps from sunrise to sunset, and then handing him 
three bundles of corn, which are larger or smaller according to 
his industry ; and the very money-lender spends most of his time in 
drawing up two sets of accounts, one of which shows the old 
Adam of self-interest in his nudest, dirtiest shape presiding over 
the distributive economics of the East. The writer maintains 














104 THE ECONOMIC JOURNAL [MARCH 


that the three F.’s which are now the Palladium of the Indian 
cultivator were a British invention like the three F.’s in Ireland, 
and owed their origin to similar causes. 

Perhaps the most interesting chapters to English readers are 
those which deal with State action in India. The State en- 
courages loans for wells and the like as a duty ; and it only under- 
takes larger works of irrigation on its own responsibility when 
those works are far beyond the scope of private enterprise. Its 
roads and railways have transformed famines from periods of 
starvation to periods of unemployment. Nowadays in times of 
famine, price-lists and death-rates barely rise above normal ; and 
when the period is over the unemployed resume their old employ- 
ment because the State is very careful to give the cultivator or 
labourer less than he would get by ordinary cultivation or labour. 
Formerly hundreds of villages were swept with the besom of de- 
struction, and prices were multiplied by twelve when famine 
occurred. The change is due simply and solely to improved com- 
munication. Mr. Morison’s statistics are conclusive upon this 
point. 

Nor is this the only boon which improved communication has 
conferred. Charts and lists of local and general prices of agricul- 
tural produce, showing considerable research and care, are pub- 
lished, and reveal beyond question: (1) a general tendency of 
local to conform to general prices; (2) an increasing tendency in 
this respect ; (3) an extraordinary contrast in former times of one 
locality with another and of one year with another in its prices; 
(4) the gradual disappearance of these contrasts, and the substitu- 
tion of uniformity and stability for caprice and variability ; and (5) 
a gradual rise in price consequent on the depreciation of the rupee. 
Indeed, these tables and appendices, and the balance-sheets of 
carpenters and weavers, are for experts and serious students the 
chief feature in the book. Most of them are, it is true, taken 
from official reports ; but even the classical reports of W. Crooke, 
Sir F. A. Nicholson, and Sir A. P. Macdonnell are not in every- 
body’s hands, and the author selects and arranges material drawn 
from many dozens of reports, with a point and conciseness all 
hisown. The generalities to which this review mainly refers will 
doubtless strike experts as familiar, but we think that many people 
will find in them new suggestions; and we are quite sure that 
every reader, whether expert or inexpert, will derive instruction 
as well as suggestion from the apt illustrations and appropriate 
arguments with which these generalities are invariably accom- 
. panied. J. D. Rogsrs ~ 
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Industrial Combination. By D. H. Macarecor, M.A. Pp. 245. 
(London : George Bell and Sons, 1906.) Price 7s. 6d. net. 


Mr. MAcGREGOR begins this very interesting work by de- 
fining industrial combination as ‘‘ a method of industrial organisa- 
tion by which a common control, of greater or less completeness, 
is exercised over a number of firms which either have operated 
hitherto, or could operate, independently. This control may be 
either temporary or permanent, for all or only for some purposes.”’ 
This is an admirable definition, except for the phrase ‘‘or could 
operate,’’ which leads him to include under combinations the 
case of a firm which ‘‘ extends its enterprise by building new 
works in various parts of the home and foreign markets.’’ The 
extension of the term is entirely illegitimate ; and to say that ‘‘ the 
refineries of the Standard Oil Trust did not ‘‘enter into”’ a 
combination ; they are the results of the enterprise of a combina- 
tion,’ is either a mistake or misleading.. The South Improve- 
ment Company, the Refiners’ Association, and Mr. Rockefeller’s 
purchases in 1874-79 were all stages in the development of the 
Trust, and they were all marked by the combination of previously 
independent companies. A large firm may have a monopoly 
without being a combination, and a combination may_be, but 
is not of necessity, monopolist. To include the large many- 
membered firm among combinations because it dominates an 
industry is to confuse the result and the method. 

The capacity of the combination to substitute itself for the 
large independent firm as the representative method of industry 
is analysed in detail under the heads of productive efficiency, 
risk, bargaining strength, and resource. By risk is meant ability 
to sustain the risks inherent in the form of organisation, and 
to undertake the risks of the industry ; by resource is meant the 
ability to utilise the opportunities of the market. These several 
categories to some extent overlap, as the author admits, and 
they might be summed up in the one word ‘‘ management.” 
This part of the work is thoroughly well done, and is full of 
suggestive criticism. Praise, too, must on the whole be awarded 
to the chapters on the causes and structures of trusts and kartells. 
In a separate chapter, which in many ways exhibits the author 
at his best, the differences between labour combinations and 
industrial combinations are fully discussed. This is a thoroughly 
useful piece of work, for, even if Mr. Macgregor does not com- 
pletely dispose of the argument that trusts and trade unions are 
akin in that they each seek to increase the bargaining strength 
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of their members, it is more important to bring into prominence 
their differences, and so defeat the attempts that are being made, 
especially in America, to involve the unions in the same odium 
that envelops the trusts. The weakest part of the book is the 
last chapter, in which the author essays to prove that those 
industries which are at present conducted by the State are of an 
entirely different nature from those left to private enterprise. 
To defend nationalisation of railway transport on the ground 
of ‘‘its exceptional strategic position in the industrial system,” 
and to oppose the nationalisation of, say, coal and iron, which 
are equally necessary to all other industries, is, as a matter of argu- 
ment, to take up a very weak position. 

The strength and weakness of the book is that it is so purely 
theoretic. It is difficult, indeed, to imagine any better con- 
tribution to the study of combination from the standpoint of 
theory than this volume, of which another theorist could only 
complain that Mr. Macgregor has confined himself so largely 
to American and German experience, and has to a great extent 
neglected Great Britain, where he would not have had to deal 
with the artificial stimulus of tariffs and railway rebates. From 
theory comes the temptation to regard ordinary combinations as 
abnormal. A combination of firms which have attained their 
full development, for the purpose of utilising in a higher degree 
the opportunities for economy offered by the general organisa- 
tion of industry, is, to Mr. Macgregor, normal development. ‘‘ De- 
fensive combination,’’ on the other hand, ‘‘ arises out of abnormal 
market conditions.’’ Right here theory and practice come into 
conflict. It is a matter of common knowledge that in trade after 
trade prices keep running down to unprofitable levels, owing to 
stress of competition, and, that being so, what is the use of 
stigmatising such conditions as abnormal? Investigation 
shows us that with the widening of the market the individual 
loses control over the conditions attending supply and demand. 
The tendency towards production at a loss and the evolution of 
combination in order to control the market are, in fact, ‘‘ normal,’’ 
if one must use that, economically, very misleading term. Again, 
to imply that combination is the cause of over-capitalisation is 
not entirely true, for the over-capitalisation is already there in 
the industry suffering from over-competition. The truth is that 
a price has to be paid for permission to regulate the industry, and 
the only question which arises and has to be settled separately 
in each case is whether that price is more than is justified by 
the subsequent economies. Mr. Macgregor seems to conceive 
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of capital as being much more fluid than it really is, of the over- 
capitalised company as having to succumb before the new com- 
petitor. But, so long as the debenture-holders are paid, a com- 
pany need not close its works; it can and does meet the prices 
of its rival, and if there is an over-supply, both are alike involved 
in loss, and the newcomer finds itself in effect over-capitalised. 
Mr. Macgregor does not consistently keep before him the facts 
that destructive competition does not pay, and that the object of 
business is to pay. In a word, he has written a very good book, 
but it is not the final analysis of combinations. 
Henry W. MAcrosty 


Economics for Irishmen. By ‘‘ Pat.’’ (Dublin: Maunsel and 
Co.) 


In face of the paucity of treatises bearing on the economic 
condition of Ireland at the present day,-and the results of the 
agrarian and social changes of the past century, the title of the 
present work is an attractive one. It perhaps contains a promise 
of some constructive proposals which is not fulfilled in the work 
itself, but this loss may be lightly passed over owing to the fre- 
quency with which in dealing with this subject suggestions for 
reform tend to precede and obscure a clear investigation of fact. 
The author’s task being largely that of exposition we 
regret the more that his style in places should seem to catch too 
much of the spirit of his environment, and that statements and 
conclusions, the results, no doubt, of careful observation and 
deduction, should lose in weight by a lack of moderation in expres- 
sion. The inefficiency of the average Irish agriculturist arising 
from defective education and lack of enterprise is the main argu- 
ment of the book, and no one after its perusal, whatever his other 
opinions may be, will doubt that the author has given the question 
a careful and impartial study before drawing his conclusions, or 
that, as he claims himself, he has ‘‘ spent a considerable time 
examining the data of our agrarian economics, not merely in the 
study, from statistics and arguments, but mainly in the open 
field, face to face with the concrete facts.’’ 

These facts as observed by him have led to the conclusion that 
peasant proprietorship, so far from increasing the annual output 
of the land and benefiting the community generally, has rather 
tended to perpetuate the worst faults of the Irish farmer, has 
depressed the position of the labourer, and bids fair to reduce Irish 
economic life to a state of perpetual stagnation. The Land Acts 
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have, in his opinion, only ‘‘ changed the ownership from one set 
of agrarian incapables to another,’’ and the latter state of the 
country is worse than the first. 

When we look for actual evidence to support such a bold case, 
we find it, if not altogether convincing in its nature, stated with 
a considerable amount of assurance. In the first place it is 
argued that the Irish farmer has become a grazier pure and 
simple, not because that is the most profitable form of employ- 
ment to which his land can be put, but either because he does 
not know his business or because, in the writer’s vehement 
words, ‘‘ where he does not happen to be a lunatic he prefers 
£50 a year and no work to £100 a year and efficiency in his 
farming.’’ It may be a matter of question how far the increased 
difficulties of management will be held to outweigh a larger profit 
to be obtained from tillage as compared with grazing, but if 
there is any class of agriculturists who from mere indolence 
are content to work their farms on half their practicable pro- 
ductivity, we can only consider that the conditions of the case 
are such as to put it altogether outside the pale of ordinary econo- 
mic reasoning. That there has been a considerable decrease dur- 
ing the past twenty years in the acreage devoted to cereal and 
green crops in Ireland no one will be prepared to deny, although 
reference to the actual facts is often necessary to prevent ex- 
aggerated estimates of the magnitude of the change, but what 
we would wish to see before giving our assent to the main 
conclusion of the present work is some satisfactory evidence that 
this alteration in agricultural conditions is not part of a general 
movement in the United Kingdom. 

The author’s arguments would be immensely strengthened by 
the inclusion of statistics, if any such were available, going to 
show that the decline of tillage in Ireland possesses features either 
of character or amount which would compel us to attribute it to 
causes Other than those acting on the British Isles as a whole. 
Until some such evidente is produced we will be inclined to seek 
for external and general reasons for the change rather than attach 
much weight to what the author speaks of as the ‘‘ heartfelt 
desire ’’ of the Irish farmer to ‘‘ go to grass on half his practicable 
income.’’ Nor can all the statements adduced in support of this 
argument be allowed to pass without question ; where, for instance, 
the case is quoted of a farmer who in 1905 was receiving as much 
as £12 an acre for conacre in the County Meath, one may well, 
while not disputing the accuracy of the individual instance, con- 
test the author’s right to represent it as typical of agricultural 
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conditions in any portion of Ireland. There would appear to be 
a certain crudeness in the writer’s suggestion of an age of agri- 
cultural felicity as existing before the recent transfer of pro- 
prietary rights on a large scale, or to use his own forceable expres- 
sion, ‘‘ the days before we began Land-Acting ’’ ; the case against 
peasant-proprietorship in Ireland can hardly gain much from a 
comparison with the state of things that preceded it, nor perhaps 
would the author himself condemn the land legislation of our 
own time, but a certain looseness of argument appears to lead 
him into expressions which are inconsistent with any other atti- 
tude. 

While not convinced by the arguments of the present work, 
many will welcome its publication as an interesting treatise on 
Irish agriculture derived from practical observation and experi- 
ence. It is a matter for regret that what promises at the outset 
to be a scientific investigation of the subject should too soon adopt 
the somewhat noisy tone which characterises the greater part of 
it. Eloquence has indeed, as the author himself says, ‘‘ become a 
disease amongst us’’; we set a sufficiently high value on the 
present work to wish it free from a suggestion of that evil. In 
conclusion, while ‘‘ Economics for Irishmen ’’ cannot be regarded 
as a thoroughly adequate or satisfactory treatise on a very wide 
subject, it undoubtedly contains a great deal of valuable and sug- 
gestive material likely to prove of great assistance to those dealing 
with the same questions in future. 

H. L. Murpuy 


Esquisse d’une sociologie. By M. KE. WAXWEILER. (Travaux de 
l’Institut de Sociologie.) (Brussels : Misch and Thron, 1906., 
Pp. 360.) 


99 6é 


AmMonG all the “‘ outlines, principles,’’ ‘‘ first lessons,”’ 
‘‘ treatises,’’ “‘ surveys,’ and so on of sociology which are daily 
put forth, this book is of the few which really advance the 
science. It is the aim of the author not to give an account of 
the present state of sociological knowledge nor to solve thoroughly 
any concrete problem, but rather to supply hints and suggestions 
for deeper research, principally to the students of the Institut 
Solvay. Hence the aphoristic manner in which he deals with the 
methodological questions, and even the main problems ; hence also 
a really astonishing wealth of original and valuable remarks— 
made without any claim to completeness or systematic order. 
Munificently the author offers us ideas and observations, many of 
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which are sure to become fruitful starting-points of further analysis 
and research. 

We must confine ourselves to dealing with the author’s funda- 
mental views and the general trend of his thoughts, being unable 
to enter on the discussion of all the problems that he raises. 

M. Waxweiler starts from biology, emphasising in his first 
pages the fact that man, like other animals, cannot be under- 
stood without investigating the conditions of his life. This is 
most undoubtedly true, and is so commonly accepted that this part 
of the book has hardly a claim to the interest which we, on the 
whole, accord to it. Much may be said about this starting- 
point. It is precisely the fact that we can not explain the social 
phenomena by biology alone, that justifies an independent science 
of them at all. Once we succeed in doing so sociology as such 
will cease to exist as an independent science. Just as it is 
reasonable and necessary to treat chemical phenomena as such, 
although it is highly probable that they must find somehow their 
mechanic explanation, it is quite indispensable for us to construct 
a science of human action and reaction on the basis of the given 
social facts, whatever their nature may be, in spite of our convic- 
tion that we are building but a provisory framework. Therefore we 
think it is misleading, especially for the beginner, to say that it 
is biological research which ought to be done at first. 

M. Waxweiler himself, indeed, agrees in practice with us. 
In the rest of the book he makes little use of biology, but devotes 
himself almost exclusively to the study of sociological phenomena 
as given by experience without any recurrence to any other 
science, except psychology. 

After defining sociology very aptly as the science of action 
and reaction between individuals, he proceeds to investigate—or, 
rather, to give advice how to do so—how man acts in different 
circumstances and for different purposes by utilising the daily 
experience as well as ethnographical, historical, and also zoological 
data. This is indeed the only sound way leading to truly socio- 
logical results, and we cannot emphasise enough M. Waxweiler’s 
merits in this respect. First of all, such investigations cannot 
but start from the individual. Doing so involves the denying that 
it is the social group as such which is our object; that it acts 
like an individual being ; that there are other principles required 
for dealing with it than those afforded by the analysis of the in- 
dividual psyche. That these latter views are not correct—although 
still held by many eminent writers—is an important result, which 
we regret not to be able to discuss more fully here. Secondly, 
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M. Waxweiler’s methodological remarks—hinfs as well as warn- 
ings—must be regarded as of the best contributions to that much- 
discussed subject. We draw attention only to the importance ac- 
corded by him to the experience of daily life—as another writer 
aptly says, ‘‘il faut regarder seulment ce que nous voyons tou- 
jours ’’; also to what he says on the comparatively small value of 
historical material—the use of which is interfered almost always 
by what he calls ‘‘ egomorphism ”’ ; further, to his chapter on socio- 
logical—or, rather, psychological—experiment. Thirdly he deals 
—and this is perhaps the most valuable part of his book—with 
some important concrete problems of the social conduct of the indi- 
vidual, e.g., with the aggressive, defensive, friendly, hostile, 
acquisitive activity. Indeed, by carefully examining these 
phenomena, we are sure to gather interesting results as to the 
relation between man and man, and investigations of this kind 
become more and more numerous. (Tande at Paris, Simmel at 
Berlin ; see also many articles in the Revue de Sociologie.) Here 
we want to attract the attention of the readers to what our author 
calls lexique sociologique, Owing to the fact that all the things 
which we seek the social importance of are commonly known, and 
have received a definite denomination, he thinks that it is not use- 
less to discuss the notions already given by the language. He 
draws up, therefore, a list of such words as signify some social rela- 
tions, as, for instance, friendship, household, leader, gratitude, 
ambition, in order to suggest, by the only word, some knowledge 
of the phenomenon designed by it—a very useful plan. Finally, 
he comes to the more complicated phenomena of co-operation 
between individuals, whence results interdependence, leadershiv, 
organisation, association. This part of the book is most aphoristic, 
but it opens, nevertheless, a wide outlook. 

The first thing to be done in sociology is, after all, description 
of this kind. As M. Waxweiler rightly observes, we are not at 
present in a position to find great general laws. We are here, 
at least, as far behind exact economics, I think, as the latter science 
is behind national mechanics. What is wanted for an exact 
treatment is a fundamental phenomenon, such as, ¢.g., value 
is in economics. Now, notwithstanding the truth of what I just 
said, it must not be forgotten that M. Waxweiler suggests to us 
something of this kind: I mean, what he calls social energy of 
the individual. But he correctly abstains from going too far in 
this direction, giving once more here only a hint. 

To sum up, it is a book which ought not to be overlooked by 
anyone interested in sociology, or even in social science in general. 

JOSEPH SCHUMPETER 
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Les Antagonismes Economiques. By Orro Errertz. (Paris: 
Giard et Briére, 1906.) 


I Hope that the author of Arbeit und Boden will forgive me 
if I say that the manner in which his new book is written is cal- 
culated to prevent people from reading it. If M. Effertz 
wishes to be taken seriously, and it is fairly clear that he does, 
he should keep his personality more in the background. To begin 
by stating that Les Antagonismes Economiques is either very bad 
because all ‘‘ the German universities refused Arbeit und Boden 
as a thesis, or very good because it inspired M. Landny’s 
L’utilité sociale de la propriété individuelle,’’! is to exhibit a 
lack both of logic and humour. Nor are the true principles of 
ponophysiocratic socialism likely to be advanced by calling 
German economists and German Socialists old fossils. Yet some 
of the author’s points are worthy of consideration from a socio- 
logical, if not from an economic, point of view. His feelings, 
though sometimes eccentric, are always humane. But he shows 
himself an embittered, disappointed man, rather than a 
single-hearted seeker after truth. It is a great pity. Readers 
may be recommended to begin with M. Charles Andler’s preface, 
which contains a good exposition of M. Effertz’ system; it is 


not easy to recommend them to go further and read this book. 
C. P. SANGER 


Le Formation des Richesses et ses Conditions Sociales Actuelles 
—Notes d’Economie Politique. Par EUGENE D’KICHTHAL. 
(Pp. 454, Gillaumin et Cie., Paris. 1906.) 


WHILST in some respects he merely goes back beyond more 
modern economists to the definition of political economy given 
by J. S. Mill, there is yet a flavour of novelty, not so much in the 
actual formula adopted by M. d’Hichthal as in the dis- 
tribution of emphasis. For he views economic science 
as dealing primarily with ‘‘the production of articles in- 
tended for the satisfaction of human wants,’’ and only 
secondarily with the distribution of those articles among the 
various factors in production. It is indeed, in its dealing solely 
with this latter question, that he discovers the funda- 
mental fallacy of Socialism. The book, however, is by no means 
a mere treatise on production, but rather a whole system of 
political economy, of which the keynote is found in that part of it 


1 See Economic Journal, Vol. xii, p. 69. 
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which is too often doomed to neglect. ‘‘ Il semble, a les lire,’’ he 
writes, ‘‘ que celle-ci (production) va continuer 4 se réaliser d’elle- 
méme.’’ This, the view not only of the Socialists, but in a lesser 
degree of Mill, the author sets out to combat. The first part of 
the work, therefore, is devoted to the structure and organisation 
(mécanisme social) of production, which unlike les procédés tech- 
nologiques, comes within the economist’s scope. This is followed 
in Part II. by the consideration of the social conditions affecting 
the use, increase, and spread of riches, and finally, in Part III. 
(Les Garanties Sociales), are considered, inter alia, various at- 
tempts to realise social justice by taxation and by State regula- 
tion, municipal socialism, and two recent collectivist Utopias. 
The importance of production would, however, appear to be the 


cornerstone of the whole work. 
N. B. DEARLE 


- 


Das Problem des Normalen in der Nationalékonomie. Beitrag zur 
Eirforschung der Stérungen im Wirtschaftsleben. Von Dr. 
PHIL. N. Pinxus. (Leipzig: Verlag von Duncker & Hum- 
blot, 1906.) 


THE greater part of the book is a criticism of the alleged con- 
fusion of ideas as to the relation of theory to fact, on the part of 
the great body of writers on economics past and present. This is 
traced to a loose use of the word ‘‘ normal,’’ which the writer 
insists should be used in a subjective sense only. In the final 
chapter, to which he appears to attach most importance, he de- 
velops a method which may be described as a barometer of the 
condition of commerce, in which there is little essentially new. 
The average of a statistical series (e.g., the price of iron) for the 
years which elapse between two years of crises is calculated, the 
mean deviation from the average is taken, and the deviation for 
each year is expressed as a fraction of the mean. The number so 
obtained is called the ‘‘ Konjunkturkoéfficient ’’ for the year. 
There seems no good reason for omitting the year of crisis from 
the average, and in the case of a symptomatic series it would surely 
be better to reckon the deviation from a moving average; for a 
considerable co-efficient would be obtained on the author’s plan, 
if the series were one with no fluctuations, except in the year of 


crisis, but with a steady rise. 
A. L. BOWLEY 


No. 65.—vou. XVII. I 
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Emigrazione di Uomini ed Esportazione di Merci. By Pror. L. 
Fontana-Russo. (Roma: Unione Co-operativa Editrice, 
1906. Pp. 18.) 


THIs pamphlet is reprinted from the Rivista Coloniale of 
September, 1906. Its purpose is to show that the emigration 
of some of the citizens of Italy has proved beneficial to the citi- 
zens who have not emigrated. To this effect there are a few 
sentences of general argument, but the bulk of the paper is de- 
voted to a statistical proof that Italian immigrants in foreign 
countries have been responsible for large purchases of Italian 
goods. In this way, it is argued, they have, both directly, and 
indirectly through their example, stimulated several Italian in- 
dustries. The argument is based on statistics of Italian exports 
to the United States, Argentina, and Australia, while the two 
Brazilian States, San Paulo and Rio de Janeiro, afford occasion 
for a more precise application of the method of difference. The 
reasoning is, in some respects, similar to that by which Mr. 
Loch sought to show, in a recent paper before the Royal Statis- 
tical Society, that internal migration reacts beneficially upon 
pauperism. It should be observed that the statistics only prove that 
an Italian resident abroad is more stimulating to native industry 


than a non-Italian resident abroad. They do not prove that he is 
more stimulating than an Italian resident in Italy. They do not, 
therefore, of themselves, prove that emigration is beneficial to 
non-emigrant Italians. 


A. C. Picou 
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NOTES AND MEMORANDA 


THE ECONOMIC LEGISLATION OF THE YEAR 1906. 


THE Parliamentary year of 1906 is notable in having been 
the most prolific in legislation since the year 1900, a year which, 
like 1906, was marked by an autumn session; but, though they 
placed many Acts on the Statute-book, the Government did not 
succeed in carrying their most important measure, the Education 
Bill. 

We have not yet had a proper Liberal Budget, that of last 
spring having been, for the most part, taken over from the out- 
going Conservative Government. 

In reviewing the legislation itself, we will deal first with 

I. Acts applicable to the Empire at large.—With regard to 
matters of finance, the estimated revenue for the year was 
£144,860,000, and the estimated expenditure £141,786,000. 
According to the Appropriation Act (6 Edw. 7, c. 26), the Navy 
was to cost 334 millions sterling, a reduction of 14 millions from 
the previous year; and of this total the shipbuilding programme 
was estimated to cost £6,800,000; 33 millions was granted for 
the Army, with 3 millions, in addition, for the Ordnance fac- 
tories. The cost of the Army has not been decreased, in spite 
of the fact that the Army Annual Act (c. 2) provides for an estab- 
lishment of 204,000 men—17,000 fewer than last year. The 
grant for Education shows an increase of £1,000,000, being now 
£17,000,000. 

Under the Public Works Loans Act (c. 29) grants for various 
public works were authorised up to £4,000,000. 

Among the Acts not of a financial character were the Wireless 
Telegraphy Act (c. 13), which continued the operation of the 
Act of 1904, until the end of the year 1909, and the Marine In- 
surance Act (c. 41), in which the law relating to marine insurance 


has been codified and previous enactments repealed. 
12 
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II. Of the measures applicable to the United Kingdom, the 
Finance Act (c. 8) did not contain any novel feature. The duty 
on tea was again reduced, from 6d. to 5d. per lb. ; the increased 
duty of 3d. per lb. on stripped tobacco, imposed in 1904, was 
reduced to $d. per lb., and the export duty of 1s. per ton on coal, 
imposed in 1901, was abolished. The income tax remains at 1s. 
The amount of the annual charge for the Nationai Debt under 
the Sinking Fund Act, 1875, which in 1905 was raised from 
£27 000,000 to £28,000,000, was raised, for the current year, by 
another £500,000. Among the duties imposed by the Revenue 
Act (c. 20) may be noticed one of £1 payable on a licence to be 
taken out annually by a Manufacturer for sale of British wines or 
sweets. 

The law governing alkali works and works of a kindred 
nature has been codified and amended by the Alkali, dc., Works 
Regulation Act (c. 14); any expense incurred by a sanitary 
authority under the Act shall be defrayed as general expenses 
incurred by the authority in execution of the Public Health Act. 

An Act of considerable importance is the Prevention of Cor- 
ruption Act (c. 34), which came into operation on January Ist. 
It imposes a maximum punishment of two years hard labour, or 
a fine of £500, upon any agent who corruptly accepts or agrees 
to accept or attempts to obtain for himself or for any other person 
any gift or consideration, as an inducement or reward for doing 
or forbearing to do, or for having, after the passing of the Act, 
done, or forborne to do, any act in relation to his principal’s 
affairs or business, or for showing or forbearing to show favour 
or disfavour to any person in relation to his principal’s affairs 
or business. The like penalty attaches to the person who cor- 
ruptly gives, or agrees to give, or offers any such gift or considera- 
tion to an agent, or who knowingly gives to an agent any errone- 
ous receipt, or account, or other document with intent to deceive 
the principal. The wording of the Act itself is of importance ; 
“agent ’’ includes any person employed by, or acting for, an- 
other, and “‘ principal ’’ includes an employer. The word ‘‘cor- 
ruptly ’’ would seem in effect to mean “‘secretly.’’ 

The Bills of Exchange (Crossed Cheques) Act (c. 17) deals 
with a decision of the High Court upon a question of considerable 
importance to bankers. Following the principle of Akrokerri 
(Atlantic) Mines, Ltd., v. Economic Bank [1904], 2 K.B., 465, it 
is provided that where the customer of a bank delivers to the 
banker for collection a crossed cheque to which he has no title, 
the fact that the banker credits the customer in the bank ledger 
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with the amount of the cheque before it is cleared does not 
deprive the banker of the protection afforded by s. 82 of the Bills 
of Exchange Act, 1882. In other words, the mere fact that a 
banker credits a customer with the amount of a cheque does not 
make the banker holder of that cheque on his own account. If, 
on the other hand, it did make him holder, on his account, and 
the customer had had no title to the cheque, the banker would 
be liable to the true owner. 

The object of the Ground Game (Amendment) Act (c. 21) is 
to prevent the suspension, between August 31st and December 
llth, of the right under the Ground Game Act, 1880, of the 
occupier of unenclosed hill lands to kill and take ground game 
from operating to the undue prejudice of the occupier. The Act 
gives the joint right to the owner and the occupier between 
August 31st (as originally proposed it was March 31st) and 
December 11th, while maintaining the object of the suspension 
so far as to prohibit the use by the occupier of firearms during 
that period. The Act also enables agreements to be made either 
for keeping down the ground game or for killing and disposing 
of marketable ground game during the same period for the joint 
benefit of owner and occupier. The owner or shooting tenant, 
on the one hand, and the occupier, on the other hand, will be 
each prevented from accumulating rabbits to the detriment of 
the agricultural value, by the power of the other to kill at pleasure. 

Under the Musical Copyright Act (c. 36) a court of summary 
jurisdiction may in certain cases grant search warrants to the 
police to forcibly enter upon premises and seize “‘ pirated ’”’ 
music. 

Another Act of considerable importance is the Trade Disputes 
Act (c. 47). It further amends the law of conspiracy in the case 
of trade disputes by enacting that an act which, if done by one 
person, would not be “‘actionable,’’ shall not be ‘‘ actionable ”’ 
by reason of it being done by two or more persons in combination. 
It legalises peaceful picketing in contemplation or furtherance of 
a trade dispute. It removes the liability that a person hitherto 
was under who induced some other person to break a contract 
of employment, or who interfered with the business of some 
other person, or with his right to dispose of his capital or his 
labour as he wills. And every action of tort against a trade 
union, its officials, or members, is prohibited. The history of 
this Act is recent and well known; it was passed to remove from 
trades unions’ that liability under which they were supposed to 
be placed by the Taff Vale decision. 
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The Merchant Shipping Act (c. 48) amends the previous 
Merchant Shipping Acts in certain matters. The British load 
line provisions are applied to all foreign ships while they are 
within any port in the United Kingdom. The existing power 
of detaining foreign ships which are unsafe through being over- 
loaded is extended to ships which are unsafe through defective 
equipment, and the law affecting the loading of British grain 
ships is extended to foreign grain ships arriving at a port in the 
United Kingdom. 

Other matters dealt with by the Act are passenger and 
emigrant ships, seamen’s food, and the relief and repatriation 
of distressed seamen, and seamen left behind abroad, changes 
being made in the earlier Acts on all these points so as to adapt 
them to modern requirements. 

It is also interesting to see that the period of service required 
as a qualification for the rating of ‘‘ A.B.’’ has been reduced 
from four years to ‘‘ three years before the mast.’’ 

Another Act of great importance is the Census of Production 
Act (c. 49), under which a census of production will be taken in 
1908, and subsequently at such intervals as the Board of Trade 
shall determine. Every person carrying on a trade or business 
as mentioned in the Act will have at each census to make a 
return to the Board of Trade giving details of his business, the 
output, the number of working days, the number of persons 
employed, the power used or generated, &c., but not the amount 
of wages. 

The Notice of Accidents Act (c. 58) carries out, as far as 
regards mines and factories, certain recommendations contained 
in the Report of the Departmental Committee appointed in 1901 
to inquire into the notification of industrial accidents. As regards 
mines, the chief effect of the Act is to make more definite the 
existing requirements as to reporting accidents causing serious 
personal injury, and, by requiring annual returns of accidents, 
to bring a much larger number of accidents under the notice of 
the Board of Trade. As regards factories, an alteration is made 
in the period of disablement, which makes an accident report- 
able; in the case of special classes of accidents reportable to 
both the certifying surgeon and the inspector, the period now is 
one day’s absence, whenever the absence occurs, instead of five 
hours on one day in the three days following the accident; and, 
in the case of accidents reportable only to the inspector, the 
period is now, under the Act, seven days’ absence, though at 
first it was sought to make a fourteen days’ absence necessary. 
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The new Workmen’s Compensation Act (c. 58) repeals the 
previous Acts of 1897 and 1900. This is mainly a codifying 
measure, but does also enact new law. The great difference 
between the new Act and the old ones is that, while they applied 
only to workmen employed on or in a railway, factory, mine, 
quarry, engineering work, certain buildings exceeding thirty feet 
in height, and in agriculture, the new Act applies to ‘‘any”’ 
employment, including domestic and outdoor service, and sea- 
men. Compensation can also be obtained under the Act in 
respect of ‘‘ industrial diseases,’’ in addition to ‘‘ accidents.’’ 
Provision is made for the appointment of medical referees and 
arbitration for the purposes of the Act, and employers of labour 
are to make annual returns specifying the instances and the 
amounts, in cases where they have paid compensation during the 
past year. The Act comes into operation on July 1st, 1907, and it 
is already giving rise to a new class of life and accident assur- 
ances. : : 

III. Of the Acts relating to Great Britain alone, the only one 
which need be mentioned here is the Agricultural Holdings Act 
(c. 56). The object of the Act is to amend the former Agricultural 
Holdings Acts, so as to provide the tenant farmer more security 
for his capital, and greater freedom to apply money and skill 
in the most profitable way to his work. The chief additions or 
modifications are :—(i.) Compensation to an outgoing tenant of 
such an amount as represents the value of his improvements to 
the incoming tenant; (ii.) compensation for damage done to 
crops by game; (ili.) compensation for ‘* unreasonable ’’ disturb- 
ance; (iv.) freedom of method of cropping arable lands, and 
of disposing of crops, provided that the holding is not allowed 
to deteriorate. 

The original proposal to appoint official agricultural arbitrators 
with local jurisdiction to decide all matters in dispute between 
landlord and tenant did not in the end materialise. 

The Act comes into operation on January Ist, 1909. 

IV. Among the Acts relating to England and Ireland, the 
Open Spaces Act (c. 25) should be mentioned. 

The various enactments relating to open spaces which were 
framed primarily with reference to London, but have been sub- 
sequently extended with modifications to the rest of the country, 
were in a very confused condition. The object of the Open 
Spaces Act, 1906, is to consolidate these enactments, without 
making any important alteration of law. The scheme of the 
Act is to enable all open spaces and disused burial grounds, no 
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matter in whom they are vested, to be transferred to the local 
authorities to be held upon trust. The local authorities are to 
maintain the open spaces and disused burial grounds taken over 
by them, and may make bye-laws, and, if necessary, provide for 
their expenses by borrowing. The provision in the Disused 
Burial Grounds Act, 1884, that no building shall be allowed on 
such a burial ground save the extension of a church or chapel, a 
provision which came under the consideration of the House of 
Lords in the recent case of Boyce v. The Paddington Borough 
Council, is in no way affected by the new Act. 

V. Two Acts apply to England and Wales alone—the Public 
Trustee Act (c. 55) and the Education (Provision of Meals) Act 
(c. 57). The former Act, which comes into operation in 1908, 
is of considerable importance ; it establishes for the first time 
the office of a public trustee, who is a corporation sole with 
general power to act in the administration of estates of small 
value, to act as a “‘custodian’’ trustee, or as an ordinary trustee, 
or to be appointed to be a judicial trustee. He may act alone 
or jointly, and shall have the same powers, duties, and liabilities 
as a private trustee acting in the same capacity. The expression 
“‘custodian’’ trustee requires some explanation; the public 
trustee may, with his consent, be appointed custodian trustee 
of any trust, either by (a) the court, (b) by a testator, settler, 
or other creator of any trust, or (c) by any person having power 
to appoint new trustees of a trust. The trust property shall 
thereupon be transferred to the custodian trustee, while the 
management of the property and the exercise of any power 
or discretion remains vested in the trustees other than the 
custodian trustee. The custodian trustee is to have custody of 
all securities and documents of title relating to the trust pro- 
perty. 

As an ordinary trustee, the public trustee may be appointed 
to be trustee of any will or settlement in the same manner as if 
he were a private trustee. 

The consolidated fund of the United Kingdom is to be liable 
for all the liabilities of the public trustee ; he is to be appointed 
by the Lord Chancellor, with a staff of officers, and he is to 
charge sufficient fees for his services so as to render his office 
self-supporting. 

The same Act contains important provisions for the investiga- 
tion and auditing of the accounts of ANY trust, on the applica- 
tion of any trustee or beneficiary. 

By the Education (Provision of Meals) Act (c. 57) a local 
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education authority may take such steps as they think fit for 
the provision of meals for children attending any public 
elementary school in their ‘‘area.’’ There shall be charged 
to the parent of every child in respect of every meal furnished 
to that child ‘‘such an amount as may be determined by the 
local education authority.’’ Where the parents cannot pay, the 
authority may supply the cost of meals out of the rates, when 
any of the children are ‘“‘ unable, by reason of lack of food, to 
take full advantage of the education provided for them.”’ 

V1. Two Acts apply to Scotland only. By the Education of 
Defective Children (Scotland) Act (c. 10), school boards in Scot- 
land have power to make special provisions for the education, 
medical inspection, and conveyance to and from school of 
‘‘ epileptic,’’ or crippled, or ‘‘ defective ’’ children between five 
and sixteen years of age, and to defray the cost thereof out of 
the school fund. The expression ‘‘ epileptic children’’ means 
children who, not being idiots or imbeciles, are unfit, by reason 
of severe epilepsy, to attend the ordinary schools ; and ‘‘ defective 
children ’’ means those who, not being imbecile, and not being 
merely dull or backward, are, by reason of mental or physical 
defect, incapable of receiving proper benefit from the instruction 
given in the ordinary schools. The Fatal Accidents and Sudden 
Deaths Inquiry (Scotland) Act (c. 35) amends the law as to in- 
quiries into fatal accidents, and makes further provision for 
inquiry into sudden and suspicious deaths in Scotland. The 
sheriff’s jury are required to set forth in their verdict upon an 
inquiry into cases of accidental death, the precautions by which 
the death might have been avoided, and other facts disclosed 
by the evidence which, in their opinion, are relevant to the 
inquiry. 

Also, provision is made that in case of every sudden or sus- 
picious death in Scotland, an inquiry shall be conducted as pub- 
licly as though it had been caused through an accident. 

VII. There have been several Acts dealing with Ireland 
alone, of which the most important are the Labourers (Ireland) 
Act (c. 37) and the Town Tenants (Ireland) Act (c. 54). The 
former Act extends the provisions of the existing ‘‘ Labourers 
Acts’’ with regard to the provision of accommodation fo: labourers 
on estates, by giving further powers with this object to the 
district councils under the Local Government Board. The Act 
further provides for the application of a portion of the Ireland 
Development Grant and the Irish Land Purchase, and other funds 
for the same purposes; in each year the district councils are to 
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forward returns to the Local Government Board, giving par- 
ticulars of the number of cottages and allotments provided under 
the Labourers Acts, the rents reserved, the number of cottages 
or allotments unoccupied, and the number of cases and the total 
amounts where rents are in arrear. 

The other Act was passed to improve the position of tenants 
in urban districts, towns, and villages in Ireland. Such a tenant 
on quitting his holding may claim compensation for improve- 
ments made by him or his predecessors in title. He is also 
entitled to compensation for the loss of goodwill and the expense 
of removal, where the landlord ‘‘ unreasonably ’’ terminates or 
refuses to grant a renewal of the tenancy, or demands an increase 
of rent as the result of improvements effected by the tenant. 

VIII. The last Act to be noticed is the Isle of Man (Customs) 
Act (c. 18), which reduces the additional export and import duty 
on tea imposed by the Isle of Man (Customs) Act, 1900, to 1d. 
alb. The additional export and import duties on tobacco, spirits, 
ale, and beer imposed by the same Act are continued for another 


year. 
MONTAGUE BARLOW 





THE STATE AND SMALL HOLDINGS. 


BEFORE this article appears in print we shall know whether 
or not the King’s Speech contains any promise of Small Holding 
legislation during the coming session, but, if not, it cannot be 
long delayed. Public interest is now so thoroughly aroused as 
to the importance of this phase of the Land Question, and the 
Departmental Committee’s Report issued at the close of the year 
will materially strengthen the hands of those practical politicians 
who desire to fulfil their election pledges in this particular. 

The Committee, with one exception—Mr. Jesse Collings— 
have come to a unanimous report, and, in comparison with the 
report of a similar committee which sat in 1890, it marks great 
progress towards the hoped-for goal of free and easy access to 
the soil by all those who desire and know how to cultivate it. 

As Mr. Jesse Collings will doubtless have a considerable follow- 
ing in the country, it may be as well to consider his position in 
some detail before passing on to the Committee’s report and to 
the legislation therein proposed. All those who have read Mr. 
Jesse Collings’ most interesting book on the Land Question, 
or who, like myself, know something of his many years’ devotion 
to the Allotments Question (in my part of the country we first 
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succeeded in securing allotments of charity land after a personal 
visit from Mr. Collings), will, I am sure, differ from him with 
considerable regret. Up to a certain point, however, we go 
together. Mr. Collings says in his separate report :— 


‘To the third and chief recommendation of the Committee I 
have an objection that I cannot overcome. I regard it as a retro- 
grade step. . . . The proposal is, that in addition to the experimental 
action of the new Central Department State loans should be granted 
to private landowners for the provision and equipment of small hold- 
ings throughout the country, such loans to be at the lowest rate of 
interest possible without loss to the Treasury.”’ 


I should hardly call this the ‘‘ chief’’ recommendation of the 
Committee, but so far I am entirely with Mr. Collings that it is 
impossible to overcome the objection to any further proposals 
to lend money to private landowners. We have tried this system 
for other purposes, and it has signally failed to accomplish the 
object we had in view. It would, in my- judgment, fail in this 
instance. If it is good to have small holdings, and if they can 
be worked, as we contend they can, upon a satisfactory economic 
basis, then let the State representing the nation, or the local 
authority representing the people of the district, provide them, 
and let the good or ill which may accrue be shared in some 
degree by all. At any rate, if this method of advancing money 
to landowners for the purpose of developing small holdings is 
urged by Parliamentarians, let it take its place, not as a chief 
corner-stone of legislation, but as quite supplementary to the 
main structure. 

It is from this stage I part company with Mr. Jesse Collings. 
The Committee recommend that legislation should further 
strengthen the hands of local authorities, that a central authority 
should also be set up, to both of which proposals there appears 
to be a general agreement. But Mr. Collings stands out and 
says: ‘‘ With these recommendations, so far as they go, | am 
in agreement, though I consider they are quite inadequate to 
meet the requirements of the case’’; and then he launches his 
scheme of ‘‘ occupying ownership,’ as detailed in his recently 
published book and in the Bill which he had before Parliament 
last session. Ireland is freely quoted as an example of what 
can be done by the aid of State loans in creating peasant pro- 
prietors, where tenants who are occupiers, by an annual pay- 
ment of less than their present annual rents, can in sixty-eight 
and a half years become the owners of the freehold. But is it 
practicable or, even if practicable, is it wise to legislate for 
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England on Irish lines? I think not. In most cases the Irish 
tenant and his father before him have been in possession of 
their present holdings, and the buildings, such as they are, have 
been erected by them, and they have created the tenant-right. 
That is not so with the small holders we propose to recreate in 
England ; and the evidence, so far as it has been obtained from 
would-be tenants in England, is in the main favourable to fixity 
of tenure at fair rents. Mr. Collings complains that the Com- 
mittee received no evidence from the men themselves as to 
purchase or hire. It is true, I believe, that only one small 
holder from Cheshire gave evidence before the Committee, but 
I venture to think his evidence was representative ; it certainly 
is what would have been said by our Lincolnshire tenants. Mr. 
Yerburgh interrogated the small holder as follows :— 


‘* Do you think you would have done better as a small freeholder 
than you have done as a tenant ?—Witness: Not so long as one has 


a good landlord. 
You think that given a good landlord tenancy is better than free- 


hold ?—I fancy so. 
I suppose if a man has a tenancy he is more free to take advantage 


of any opportunity that occurs to take a larger holding if he prospers ? 
—yYes; the landlord generally gives him the chance.’’ 
And so a tenant has a better chance of rising in the scale? Yes. 


Going back twenty-five years to the Royal Commission on 
Agriculture (1882), I find this question of peasant proprietorship 
was carefully studied and reported upon. The Commission ‘‘ did 
not recommend artificial stimulation of a system which they 
regarded as ill adapted to the habits of the people or to the 
condition of agriculture in this country’’; but more forcible 
than that expression of opinion are the hard facts of experience. 
In the middle of the last century unsuccessful attempts were 
made to establish peasant proprietors in Oxfordshire, Gloucester- 
shire, and Worcestershire. Then, so recently as 1885, we had 
Lord Wantage’s failure in Cambs and Essex, and several partial 
failures such as the Methwold Colony in the part of Norfolk I 
have the honour to represent in Parliament. Mr. Jesse Collings 
may say these schemes have not had all the advantages of 
cheap money. But some of them have. The Small Farms and 
Labourers’ Land Company in their report for 1889 say: ‘‘ The 
directors have been somewhat disappointed in finding so few 
in a position, or with a desire, to purchase small holdings even 
on the very easy terms of repayment by instalments offered by 
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the Company.’’ Some of the reasons given for this preference 
for renting rather than purchase are :— 


‘* (1) Once a man has invested his money in a small holding he 
loses the opportunity of removing himself and his capital to a larger 
farm where he might be able to make increasing profits. (2) Men 
prefer to utilise every penny of their capital in stocking their hold- 
ings. (8) Difficulties that would probably arise on the death of a 
small freeholder with the family if all his property consisted of a 
small freehold.’’ 


These undoubtedly are real preferences which are almost 
universally felt amongst the hundreds of would-be small holders 
whom it has been my privilege to interview during my chairman- 
ship of the Lincolnshire and Norfolk Small Holdings Associations. 
No proposals of Mr. Collings’ that a man may become absolute 
owner in sixty-eight and a half years of ten acres of land can 
be put in the scale against the opportunity to increase his occupa- 
tion, as a tenant at a fair rent, every now and then until it 
reaches fifty to seventy or more acres in extent, especially if 
a house and buildings is provided and included in the rental. 
But when all is said and done, and with this I leave Mr. Collings, 
the Departmental Committee in their Report do meet him a 
considerable way, for they say: ‘‘ Whilst recognising the ad- 
vantage that small holders should become freeholders, in view 
of the great body of evidence in support of the contention that 
many prefer tenancy, the Committee would leave it optional to 
the Board (1.e., the new central authority) to act in accordance 
with the particular circumstances of each locality.’’ 

To return to the main report. The heart of it is this : ‘* That 
any new scheme cannot be applied generally to the whole country, 
but must be both elastic and vary with the circumstances of each 
district.’’ So far as the Act of 1892 is concerned, ‘‘ most of 
the County Councils, beyond appointing a Committee, have done 
nothing more.’’ This Committee should have considered whether 
the circumstances of the county justified the Council in putting 
the Act into operation, instead of which the Committees waited 
until applications reached them for specific land in a specific 
district. In this the Departmental Committee think County 
Councils have misconstrued the intention of the Act. But they 
do not hesitate to say (par. 48) that in the three counties where 
the Act has been put into successful operation ‘‘it has clearly 
been due to the public spirit and enthusiasm of one or more 
members of the Council’’; and then follows this significant 
sentence : ‘‘ It may not be unfair to suppose that, had the matfer 
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been undertaken by some one member of many other County 
Councils, results not less satisfactory might have been attained 
elsewhere.’’ Exactly so! It has been the administrators rather 
than the law itself which has failed, and therefore, whilst giving 
the County Council a further opportunity, by amending the Act 
of 1892 in certain particulars, especially by giving them greater 
powers of hiring land (at present County Councils can only 
hire in cases where through its proximity to a town its suitability 
for building purposes, or any other special reasons, the land has 
a prospective value—in all other cases it must be purchased), the 
Departméntal Committee boldly say : ‘‘ Any further development 
of the division of land into small holdings must be taken by a 
central rather than a local authority, and experiments (an un- 
fortunate term) so conducted shall fall on the taxes rather than 
the rates, and further the central authority should have com- 
pulsory powers of purchase.”’ 

This is the declaration of policy we have been hoping for, 
and, in my judgment, it is worth all the other recommendations 
put together. I do not like the suggestion that it should be an 
‘‘ experiment,’’ because I think we have got beyond the experi- 
mental stage ; but if the Board of Agriculture is given real power 
to appoint Small Holdings Commissioners with adequate public 
funds at their disposal, and with the assistance of local com- 
mittees—such as they have in New Zealand, where the adminis- 
tration of land sub-division is carried out by means of local 
boards (ten districts with six men in each district paid out-of- 
pocket expenses, with the Crown Commissioner as chairman), 
then I am sure the movement will be far-reaching, because 
Parliament itself will directly control the undertaking, and the 
people’s representatives will not rest content with mere experi- 
ments when they see how successfully these Commissioners and 
local committees are doing their work. 

I have only just space left to note one grave omission in the 
report. There is no recommendation that land taken com- 
pulsorily should be at its fair market value. Under the existing 
law land taken compulsorily for allotment purposes has to be 
purchased at 10 per cent. above its market value, plus, of course, 
the expenses of putting the compulsory machinery into opera- 
tion—i.e., valuations, arbitrations, &c. ‘Thus the first land I 
was instrumental in securing under the compulsory clauses of 
the Allotment Act was worth in the open market about £50 an 
acre, but by the time we got the men in possession they were 
saddled with 84s. per acre rent, and they have paid that rent 
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for the last fifteen years. We must safeguard small holders of 
the future against such excessive rents by giving the landowner 
a fair market price and no more. If we do that, we can put 
houses and buildings on the land, let the holdings at fair, 
economic rents, and certainly in the part of the country I know 
best quickly re-populate our agricultural parishes with small 
cultivators living under the wing of the State with such con- 
ditions of tenure that none can make them afraid. 
R. WINFREY 





RuraL Hovsina. 


Report from the Select Committee on Housing of the Working 
Classes Acts Amendment Bill. Price 1s. 


THE recently published report on ‘‘ housing ’’ in rural districts 
will be found full of interest and full of-instruetion. It reveals 
the fact, with which many persons have long been familiar, that 
the problem of how to provide healthy dwellings for the working 
classes in the country demands a solution as urgently as—perhaps 
more urgently than—it does in the town. Conditions and diffi- 
culties may differ, but the central truth, that the vital capital of 
the nation is being destroyed by overcrowded and insanitary 
tenements, holds good in either case. We have here pictures 
of cottages containing only two rooms, and differing hardly at 
all from the hovels in the West of Ireland; we are told how 
the rain drips through the rotted roof, how the only water-supply 
is a dip-hole by the road, how there is no pretence of drainage 
outside, and how, inside, the windows are not made to open— 
in short, we learn that human beings are living amid circum- 
stances to which we should be ashamed to expose our horses and 
our cattle. 

The Committee are concerned with two distinct problems. 
In the first place, they are anxious to discover how, in the face 
of sanitary laws and inspectors of nuisances, the present de- 
plorable state of affairs has been allowed to continue. Secondly, 
they endeavour to ascertain the causes which militate against an 
adequate provision of healthy dwellings. The remedies suggested 
fall into corresponding divisions, and turn on proposals to control 
individual enterprise, on the one hand, and to supplement in- 
dividual enterprise on the other. As usually happens, evils are 
easier to explain than to cure. 

The Committee experience little difficulty in discovering the 
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reason of the continued existence of cottages which have long 
since merited condemnation. ‘‘ The insanitary and, indeed, de- 
plorable condition of much of the existing cottage property at the 
present moment,’’ they write, ‘‘must be attributed to the per- 
functory administration of the ample powers those authorities 
possess under the Sanitary Acts and Part II. of the Housing Act. 
Some witnesses have told the Committee that there is practically 
no inspection in rural districts, others that more inspection is 
needed. ‘To such lengths has non-administration gone that many 
witnesses have lost all faith in this branch of local government.”’ 

The rural district council is the sanitary authority, and the 
area of a rural district is small. 'The members are too intimately 
connected with the neighbourhood or too directly interested in 
land and housing to act with vigour and justice. They are often 
ignorant, frequently prejudiced, sometimes benevolent, but rarely 
far-sighted. ‘lo one thing alone they hold fast—the power to 
control the action of their officers. If the appointment of the 
sanitary officers is made with the consent of the Local Govern- 
ment Board, the latter pay half the salary, but their consent is 
necessary in the event of dismissal. To this condition very few 
councils have agreed ; they prefer to pay the whole salary them- 
selves. 

In consequence, the salary is low, and good men willing to 
devote their whole time to the work cannot be obtained. The 
medical officer retains his private practice, and naturally is un- 
willing to condemn the cottage property of his patients. The 
inspector of nuisances is also the road surveyor, and the good 
condition of the road excites much more general interest than 
the good condition of the labourer’s cottage. Further, he is 
particularly careful ‘‘to avoid friction with the appointing 
authority,’’ who may also dismiss him, and hesitates to deal 
drastically with nuisances for fear of himself becoming one. 

The Committee feel ‘‘that if any real improvement is to be 
effected it can only be by drastic change in the character and 
administration of the law.’’ They therefore propose ‘‘that the 
administration of the Public Health Law should be transferred 
to the County Council.’’ They rightly assert that the larger body 
obtains better and less self-interested members, can afford to 
pay larger salaries, and so attract into its service more com- 
petent officers. 

They next suggest that ‘‘ every house and tenement in rural 
districts of a certain specified value (which might be not more 
than £20 a year if let as one house, or of an equivalent value 
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if let as tenements) should be entered in a register.’’ The 
register will contain particulars as to number of rooms and occu- 
pants, area of site, water-supply, state of repair, and the like. 

The suggestion is admirable, and should certainly be adopted. 
Taking into account the various requirements needed in a healthy 
home, it would not be difficult to arrive at a figure which should 
stand as a sort of ‘‘health factor’’ for the county, so far as 
housing is concerned. The Local Government Board should make 
a variable grant to the councils; this grant should increase if the 
‘health factor ’’ increased, and decrease if the ‘‘ health factor ”’ 
decreased. With a ‘‘health factor’’ for houses might easily 
be combined ‘“‘ health factor’’ dependent on general mortality 
and, in particular, infant mortality. If this proposal were added 
to the proposal of the Committee, the value of the effect would 
be enormously enhanced. Nothing appeals to a local authority 
like the possibility of earning an increased grant—witness the 
persistent practice, prevalent among the old School Boards in 
the Midlands, of teaching navigation in the elementary schools 
as long as a high grant was attached to that subject. 

The second problem which exercised the attention of the Com- 
mittee is concerned with the dearth of dwellings and with pro- 
posals for meeting this house famine. The reason for the famine 
is obvious. The Committee make it perfectly clear that in agri- 
cultural districts the labourer, at his present wages, cannot afford 
to pay a rent sufficiently large to make the building of cottages 
a remunerative undertaking. In the more remote districts two 
shillings a week appeared to be as much as he could be expected 
to give ; and cottages cannot be built on such terms. The result 
is obvious ; when cottages fall into disrepair, it is more economical 
to let them fall into ruins than to set in hand extensive altera- 
tions. Old cottages then become uninhabitable, and no one is 
anxious to erect new ones. The famine therefore steadily in- 
creases in severity. 

The Committee make various proposals which in the main 
turn on the provision of cottages by the local authorities. First, 
land must be bought as cheaply as possible, and no fancy prices 
paid. The authority must therefore have power to buy land 
at a sum determined by the rateable value of the property. Next, 
building must be done as cheaply as possible, and the larger body 
of the county council is more likely to secure this end than a 
number of district councils. The administration of the Housing 
Law ‘‘ should be transferred to the county council, leaving, how- 
ever, to the rural district council the power to exercise, if it 
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thinks fit, Part III. of the Housing Act of 1890, concurrently 
with the county council.’’ 

But even under these conditions there will be some loss on 
the undertaking. After making assumptions as to cost, which 
certainly err on the side of minimising the expense rather than 
exaggerating it, the Committee calculate that the annual loss 
per 10,000 cottages built at £200 (including land) on loans repay- 
able in sixty years at 3 per cent. would be about £32,000 a year. 
Other figures on other assumptions are also given. The Com- 
mittee suggest that to necessitous areas grants should be made 
from imperial taxation. 

To criticise the calculations is not possible, since many of the 
details are omitted. But there is no need to do so, as the one 
factor of importance is not affected. Under any assumptions as 
to cost of building, the provision of cottages cannot be placed 
on a remunerative basis ; the wage of the labourer will not allow 
of the payment of the rent required. There must therefore be 
a grant in aid of wages. Further, if local authorities provide 
cottages at less than cost price, and if in addition they stringently 
enforce the sanitary regulations, private individuals will in course 
of time cease to be the owners of tenements leased to the work- 
ing classes, who will therefore be lodged in accommodation sup- 
plied by the county councils. 

There can be no doubt that this proposal of the Committee 
will meet with considerable criticism. 'Those who believe that 
the final word on the question of a rate in aid of wages was 
spoken by the Poor Law Commission of 1830 will certainly con- 
demn it outright. On the other hand, we should do well to 
remember that if the proposal involves a rate in aid of wages, 
it also implies a rate in aid of health; and if we must choose 
between racial deterioration and racial amelioration coupled with 
a rate in aid of wages, there can be little question of the choice 
the saner members of the community will make. 

There is, however, a third alternative, not mentioned by the 
Committee, but worthy of the most sober consideration. To the 
present writer the facts revealed in this report supply an un- 
answerable argument in favour of a national minimum wage—in 
other words, the State must say that if a man is to be employed 
at all, he must be paid a wage, varying with the locality, which 
will put within his reach the necessaries of a healthy existence. 
While the proposals of the Committee should be adopted as a 
temporary expedient, we must not reconcile ourselves, for all 
time, to a type of social organisation in which a large portion 
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of the population cannot attain to the full measure of a man’s 
strength without drawing on resources other than those of his 
own energy and the work of his own doing. 

REGINALD A. BRay 





THE REPORT OF THE ‘VICEREGAL COMMISSION ON THE [IRISH 
Poor Law. 


THE Viceregal Commission, whose report was presented in 
October, 1906, consisted of three members—Mr. W. L. Micks, 
one of the Commissioners of the Local Government Board (chair- 
man); Dr. E. Coey Bigger, one of the Medical Inspectors of the 
Local Government Board; and Mr. George Murnaghan, M.P. 
for Tyrone (Mid). ‘They visited all parts of Ireland to inspect 
workhouses and examine witnesses (743) on the spot, and 
invited all persons interested in poor relief to put their views 
before them. They recommend a complete reconstruction of 
the system of poor relief. At present all classes are brought 
together in one workhouse for each union. They recommend 
that this system of aggregation should cease, and that workhouse 
inmates should be segregated according to their condition—that 
is, in place of the 159 workhouses for all classes, the sick should 
be treated in hospitals (159) ; the infirm and aged in almshouses 
(32) ; the lunatics in asylums; the infants with their mothers in 
‘“nurseries’’ (17); the vagrants, casuals, and adults of bad 
character in labour houses (4). 

The Sick.—On March 11th, 1905, there were 14,491 sick 
persons in workhouse infirmaries and fever hospitals, but of these 
not more than 6,708 were acute cases requiring medical care or 
skilled nursing. The remainder, in the opinion of the Com- 
missioners, should be classed as infirm, and maintained in alms- 
houses, along with the aged. But, in addition to the 159 work- 
houses and fever hospitals, there are 34 county infirmaries and 
14 county fever hospitals. These are outside of the Poor Law 
Administration, but are supported in part from public funds— 
the county rate. They are much superior to the workhouse 
hospitals, but vary a good deal, some being almost on the level 
of modern and well-equipped surgical hospitals. It is proposed 
that all these hospitals should form one system arranged on a 
county basis. The county infirmaries should be fully equipped 
for the most serious cases, medical and surgical. The workhouse 
hospitals should be maintained in numbers as at present, equipped 
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according to a uniform standard, and called district hospitals. 
Each district hospital should be managed by a committee ap- 
pointed by the guardians of the union, partly from their own 
number, and partly from resident ratepayers. The county hos- 
pital should be managed by a committee consisting of all the 
members of the committees of district hospitals in the county, 
with the addition of, say, nine members appointed by the county 
council. 

The Commissioners recommend that about twelve sanatoria 
for consumptives should be established, to be managed by com- 
mittees representative of the county committees; also that a 
few cottage hospitals should be established in places remote 
from any district hospital, and that by a system of district nurses 
maintained by the co-operation of private and public bodies the 
poor in every district should have the benefit of skilled nursing 
in their own homes. In order to ensure the appointment of 
fully-qualified medical officers, and to give them an opportunity 
of advancement in their profession, the Commissioners recom- 
mend that the medical officers should be formed into a State 
medical service, to which entrance should be by competitive 
examination open only to men educated in Ireland. Appoint- 
ments to ail hospitals should be made from the members of this 
State service, by a medical council of four representative Irish 
surgeons and physicians, along with the medical commissioner 
of the Local Government Board. The power of appointment 
being thus withdrawn from the Guardians, the Commissioners 
recommend that the whole of the salaries of the medical officers 
should be paid out of the exchequer instead of half, as at present 
—involving an additional grant of £67,113 per annum. 

Lunatics.—On March 11th, 1905, there were 3,165 insane 
persons detained in Irish workhouses. They are kept in separate 
wards, but no special treatment is provided for them. 

Under the Local Government Act, 1898, an auxiliary asylum 
has been set up at Youghal, County Cork, with satisfactory 
results. The Commissioners are of opinion that harmless 
lunatics can be properly cared for in establishments fitted up 
and staffed on a much less expensive scale than the district 
lunatic asylums, and accordingly recommend that harmless 
lunatics should be maintained in auxiliary asylums, managed 
by a committee representative of the county committees, which 
may be united for this purpose. 

Sane Epileptics.—On March 11th, 1905, there were 463 sane 
epileptics in workhouses, and of these 131 were kept in lunatic 
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wards. These ought to be kept in a separate institution, and 
it is recommended that two disused workhouses should be re- 
served for this purpose, and that a payment of 2s. per head 
should be made from the Exchequer towards their maintenance. 

The Infirm or Aged.—On March 11th, 1905, there were 
14,380 persons classed as aged and infirm in workhouses, and 
29,654 persons “‘ disabled by old age or infirmity,’ with 5,447 
dependents, received outdoor relief. The Commissioners recom- 
mend that persons who are infirm, whether from old age, bodily 
weakness, or chronic sickness, should be maintained in alms- 
houses, one for each county. The number to be provided for 
in this way on the basis of the figures already given would be 
14,380 aged and infirm, and 7,042 then classed as “ sick,’’ and 
there would also be some of those now classed as ‘‘ able-bodied.”’ 
They recommend that irksome conditions might be relaxed in 
the case of the deserving, classification being based not on 
previous conduct, but upon conduct in the institution. They 
add that the guardians should have power to pay for the support 
of the aged in institutions maintained by religious communities 
or the trustees of existing almshouses. The county almshouses 
would be managed by a committee representative of the unions 
in the county with the addition of a limited number of residents 
to be co-opted. Some persons fear that the reluctance to 
send persons to a distance from their homes will lead to a great 
increase in outdoor relief. To check this tendency, the Com- 
missioners recommend that outdoor relief should be again made 
a charge upon the electoral division (instead of the union), as 
it was prior to 1899. 

Children.—On March 11th, 1905, there were 5,900 children 
(2,764 illegitimate and deserted, 3,136 legitimate) in workhouses ; 
428 in district and certified schools, and 2,119 were boarded out. 
The Commissioners recommend that all children except infants 
should be boarded out, and that the guardians should assume the 
control of children whose parents are unfit to have charge of 
them. Children who, owing to age or other causes, cannot at 
once be boarded out should be placed temporarily in industrial 
or certified schools. A thoroughly efficient system of inspection 
should be organised, and lady inspectors, in addition to the two 
now employed, should be appointed. 

Infants.—The Commission recommends that infants, so long 
as they require to be with their mothers, should be maintained 
in a few district nurseries and one general nursery, the mothers 
being classified according to character. A woman with her first 
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child should be sent to a district nursery—in which no other 
adult woman would be placed, or to a philanthropic institution, 
if such were available—every effort being made to prevent these 
women drifting into a career of vice. Women with a second 
or subsequent child would be sent to one general nursery for 
all Ireland, their infants would be boarded out as soon as pos- 
sible, and the women then committed by a court of justice to 
one of the labour houses to be established for vagrants and other 
persons of bad character, perhaps for ‘‘as long as it was neces- 
sary to support any of her children at the public cost.”’ 

Able-bodied.—On March 11th, 1905, there were 4,667 persons 
classed as able-bodied in Irish workhouses—vagrants, 878; 
casuals, or ins and outs, 813; all others, 2,976. The Com- 
missioners recommend that pensioners, ex-soldiers, and militia- 
men should be handed over to the War Office to be maintained 
out of Imperial funds in a disused workhouse; also that four 
labour houses should be established for vagrants and casuals, to 
which the inmates would be committed by the magistrates for 
periods up to three years; these labour houses to be under the 
control of the General Prisons Board, and maintained out of 
Imperial funds; guardians are to have power to send persons 
with their own consent to these houses, and in this case the 
guardians would pay for their maintenance at the rate of the 
general average cost per inmate in the labour house to which 
they are sent. 

The Unemployed.—The Commission recommends that casual 
wards should be continued or established in Dublin, Belfast, and 
Cork, and possibly in Limerick and Waterford. In these, ap- 
plicants would be relieved pending a decision as to whether they 
should be sent to an institution or get outdoor relief. Relieving 
officers would have power to assist working men who furnished 
evidence that they were really seeking employment, by providing 
food and lodging, and by giving them a permit which would 
entitle them to food and lodging from all relieving officers on 
their route. The Commissioners state that a good many of those 
now classed as ‘‘ able-bodied’’ are really physically unfit for 
work, and recommend that they should be sent to the almshouses. 

Outdoor Relief.—The Commissioners recommend two altera- 
tions in the law relating to outdoor relief—(1) that the clause 
which forbids relief to be given to any person who holds a quarter 
of an acre of land should be repealed ; and (2) that a widow with 
one child should be eligible for outdoor relief. They state that 
the tendency to increase outdoor relief received a decided im- 
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petus when, by the Local Government Act of 1898, the union 
at large was substituted for the electoral division as the area 
of chargeability. The Commission recommend a return to 
the system of electoral division rating, and that a special rate 
should be struck for outdoor relief to bring clearly before the 
ratepayers the expenditure for this purpose. 

Finance.—It is now desirable to present a summary of the 
financial recommendations of the Commissioners. The existing 
workhouses are to be utilised as far as possible. It is uncertain 
how many can be used as district hospitals for the sick. The 
Commissioners consider that such additional hospitals as may 
be required should be built out of Imperial funds. They estimate 
that the following institutions would be required :—Twelve sana- 
toria for consumptives; thirty-two almshouses for aged and in- 
firm; seventeen nurseries for infants and some mothers; two 
asylums for sane epileptics, and a number of auxiliary lunatic 
asylums. For all these the present workhouses would be avail- 
able, but the cost of adapting them would appatently have to be 
defrayed from local sources. The workhouses for which no use 
could be found would be left at the disposal of the Government. 
As regards maintenance, the following expenses would be laid 
upon the Exchequer. Whole (instead of half) cost of medical 
service. Maintenance of labour houses for vagrants and persons 
of bad or doubtful character. Maintenance of pensioners, ex- 
soldiers, and militiamen. Grant of 2s. per head for sane 
epileptics and lunatics in auxiliary asylums. The maintenance 
of all classes in institutions would be made a charge upon the 
county at large instead of the union. One of the Commissioners, 
Mr. Murnaghan, dissents from this recommendation. He thinks 
the union should remain the area of chargeability. He says: 
‘‘ Only in limited areas can due supervision and proper discrimina- 
tion be exercised or sufficient attention be given to matters of 
detail,’’ and he affirms that the preponderance of opinion on the 
part of the witnesses was in favour of the present method. 

The report has been received with general approval in Ireland, 
but the difficulties in the way of its adoption are serious. It is 
not likely that the financial proposals will be considered by the 
Government apart from the general question of the total ex- 
penditure in Ireland from Imperial revenue. The controversy 
still going on in reference to the charges placed by the Govern- 
ment upon the Irish Development Grant proves how difficult it 
is for the Irish members and the Government to come to an agree- 
ment. The Irish people regard all these matters from the stand- 
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point of the report upon the financial relations between Great 
Britain and Ireland, and they claim that Parliament should bear 
any capital outlay required by a reform of the Poor Law, and 
contribute additional sums to the relief of poverty in Ireland as 
a part payment of the debt due to Ireland, and a slight com- 
pensation for the excessive taxation still being levied upon their 
country. 

Another obstacle in the path of reform is the objection of 
Boards of Guardians to any diminution in their powers. The 
new scheme requires them to delegate their control of hospitals 
and almshouses to committees, which, once appointed, are in- 
dependent of them during their period of office, and they are 
directed to place on these committees some ratepayers other than 
guardians. Thus the principles of secondary election and co- 
option are introduced, and modify the direct representation of 
the electors. The recommendations of the Commissioners would 
result in greater efficiency and better care of the sick and aged, 
which is the main end to be attained. On similar grounds the 
proposal to create a State medical service is opposed. This would 
deprive the guardians of an important field of patronage, but if 
it will result in better care for the sick, it should be adopted. 
Some think that the proposed Medical Council would be another 
Castle board, but this is not so, as four of the five members are 
to be appointed by, and representatives of, the medical profession 
and medical schools. 

The Commissioners point out that special assistance would 
require to be given to some unions in which the county rate 
would be unduly raised under the new system. They accord- 
ingly recommend that a sum of £45,000 should be applied to 
this purpose out of the new grant recommended by the Royal 
Commission on Local Taxation. The majority of the Commis- 
sioners (that is, the two official members—Mr. Micks and Dr. 
Bigger—Mr. Marnaghan dissenting) suggest that a national rate 
should be struck for Poor Law purposes for the purpose of equalis- 
ing local rates, and that the striking of this national rate should 
be entrusted to a body of five members, one for each province, 
elected by the councils of counties and county boroughs, and 
one nominated by the Lord-Lieutenant on account of Parlia- 
mentary grants. The members to be salaried officials, holding 
office, say, for three years. This body would have power to 
control estimates, and would have, in regard to the local managing 
bodies of institutions, functions similar to those of the Treasury 
towards the public departments of the State. This suggestion 
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has been subjected to little criticism as yet, but it is significant 
of the direction in which opinion is moving in Ireland. 

The Commissioners prefix to their recommendations an 
account of the origin of the Irish Poor Law. They point out 
that the Royal Commission of 1836, along with the provision of 
poor relief for the destitute, recommended that the Government 
should endeavour to develop the resources of Ireland so that 
employment might be provided for the people, and specified 
reclamation of waste land, arterial drainage, provision of better 
houses for labourers, reform of land laws, agricultural instruction, 
local government by county boards in place of grand juries, as 
some of the directions in which reforms would be beneficial. 
Their advice was disregarded. The workhouse system was intro- 
duced, but the more fundamental matters were left to private 
enterprise, and it has been only within the last ten or fifteen 
years that the Government has taken steps through the Con- 
gested Districts Board and the Department of Agriculture and 
Technical Instruction, to assist the economic development of the 
country. 

The Commissioners repeat the warning and advice of their 
predecessors, saying that ‘‘ Ireland still requires and is entitled 
to assistance on a sufficient scale to develop its resources. . . . The 
low level of subsistence and comfort throughout nearly all 
Ireland, with the poverty and destitution resulting therefrom, 
cannot be effectively relieved by any Poor Law relief such as 
that of 1838.” 

The importance of these statements is much increased by the 
fact that they are made by Government officials of great experi- 
ence and knowledge of the country. Are they to meet with the 
same fate as the recommendations of the Royal Commission of 
1836? The essential question is whether Great Britain will 
again, as in 1838, disregard the claims of Ireland for financial 
assistance in her great need. Seventy years ago the English 
Government shaped the Irish Poor Law to benefit herself, pro- 
vided relief for the destitute in Ireland, and made this the excuse 
for enacting that Irish persons who became destitute in England 
should be sent back to Ireland, but refrained from giving Irish 
authorities any power to send back to Great Britain any English 
or Scotch who became destitute in Ireland. 

We may hope that a different spirit will be shown now, and 
that the Liberal Government will not allow financial complexities 
to stand in the way of granting to Ireland the financial assist- 
ance necessary to establish the system of poor relief for the sick 
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and helpless classes now recommended by the Viceregal Com- 
mission. 

In 1906 a Royal Commission was appointed to inquire into 
the whole question of the relief of the poor and the want of 
employment in Great Britain and Ireland. This inquiry is now 
in progress, and evidence will be taken in Ireland in due course. 
There will be a general inclination to postpone action in Ireland 
until this Commission has reported. I do not think such post- 
ponement necessary, but, having regard to the matters already 
engaging the attention of the Government, it is well to consider 
how the interval may be utilised to the best purpose. I would 
suggest that the Royal Commission should take the report of 
the Viceregal Commission as the basis of their proceedings in 
Ireland. They should invite any one who desires to support 
or oppose the recommendations of that Commission, or make 
other proposals, to send in a statement of their views, and submit 
to be examined on the subject. 

Some of the proposals, as, for example, those relating to 
finance and to persons of bad character (especially women), are 
novel and far-reaching. They cannot be fairly judged without 
reading in full in the report the facts and arguments brought 
forward by the Commissioners. May I, in conclusion, express 
the hope that this extremely interesting and important State- 
paper may be read in its entirety before passing judgment upon 


the recommendations which it contains. 
CHARLES EASON 





INSURANCE AGAINST WANT OF EMPLOYMENT. 
A short report on a Norwegian law and a Danish Bill. 


In this question, a close race has been run between Denmark 
and Norway. Norway came in a good first, setting a precedent 
to the world! by putting on the statute-book a law about insur- 
ance against want of employment. 

The two reports upon which the Danish Bill and the Norwegian 
law are based have a very different character, owing to the 
different composition of the two commissions. The Norwegian 
commission was composed of an employer, an employee, and a 
professor in political economy ; the Danish commission numbered 
nineteen members, partly elected by Parliament, partly appointed 
by the Government—amongst which nine were farmers, one a 


1 The public grant to the unemployed in France does not amount to anything 
worth mentioning. 
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workman, and no employer’ The Norwegian report has paid 
very close attention to all the difficult problems met with in the 
matter at issue, and has given a thorough account of the social 
and economic causes and consequences of the whole question. The 
Danish report, on the other hand, has been very careful in passing 
over all points of importance about which the least difference of 
opinion between the members of the commission might occur. 
(This is largely due to the fact that the Danish farmers are sus- 
picious towards measures for the benefit of townspeople.) To 
the student of insurance against want of employment, the Nor- 
wegian report, therefore, is of very great value; the Danish— 
with the exception of the Bill and some Trades-Union statistics 
—of very little interest. 

Both the Norwegian law and the Danish Bill are based on 
the principle : aid to self-aid—both provide that registered un- 
employed—insurance—societies of the workers are entitled to 
subsidies from the State and local bodies. 





NORWEGIAN LAw. 


The Treasury of Norway 
pays one-fourth of the sum paid 
by the insurance societies to 
their unemployed living in 
Norway. 

Two-thirds of the State’s 
subsidy to be paid into the 
Treasury by the district in 
which the unemployed stay. 

The Treasury is not to re- 
cover any outlay to unemployed 
whose period of sojourn in the 
district is less than six months. 


DANISH BILL. 


The Treasury of Denmark 
pays to the insurance societies 
a sum equal to one-third of the 
premiums? necessary for the 
fulfilment of the obligations 
undertaken according to the 
bye-laws of the societies—yet 
altogether no more than 250,000 
kr. (£13,700) yearly. 

Local bodies may pay sub- 
sidies to their local societies (or 
local branches of societies), but 
no more than one-sixth of the 
premiums necessary for the 
members staying in their dis- 
trict. In addition, local bodies 
are allowed to assist a member 
with a sum up to one-sixth of 
his premium.® 


The Danish Bill thus renders possible a public subsidy equal 
to the premiums paid by the working men, and in all greater 
1 1904 The Norwegian Trade Unions (16,000 members) paid 60,000 kr. (£3,300 


in out-of-work pay. 


2 1904 The Danish Trade Unions (80,000 members) paid 412,000 kr. (£22,600) 


in out-of-work pay. 


3 This assistance is especially intended for the rural districts, 
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towns this possibility will no doubt become a reality, the Trades- 
Unions members having a great influence in the town councils. 
The Norwegian law, on the other hand, will give no more and 
no less than one-fourth of what is actually paid to the unemployed. 

The Norwegian form of subsidy is based upon the system 
tried in Ghent ; the Danish follows the lines of the existing Danish 
‘‘law about friendly societies.’’! The fixing in the Danish Bill 
of a limit beyond which the subsidy must not go, is due to the 
wish not to frighten the more or less undisguised opponents of 
the Bili—but the significance of the limit is greatly diminished 
by a clause which provides a revision of the law in five years. 
Should the limit be reached before the revision, no doubt the 
necessary extra grant will be given on the estimates to enable the 
Treasury to still pay one-third of the premiums. 

The chief motive of the Norwegians for preferring their form 
of subsidy, a grant given in proportion to the Society’s expenses 
to out-of-work pay, was that this form is supposed to give the 
working men less encouragement to diminish their own pre- 
miums towards their insurance, and thereby possibly enlarge the 
sums paid for other trades-union purposes which the State has 
no wish to promote. This may or may not be the case. This 
form, as against the payment in proportion to premiums, cer- 
tainly does not encourage the collection of funds for reserve, 
necessary to avoid the very objectionable change of premiums from 
good to bad years. 

The question of control of the societies is not so important as 
is generally believed. The societies and their members are look- 
ing after their own interests, and keeping their eyes open, that 
only bond-fide unemployed are assisted—quite in the same manner 
as friendly societies do. Should a society refuse assistance to an 
unemployed member he can appeal against the decision in 
Norway to the home department, in Denmark to a board whose 
members are elected by the out-of-work insurance societies, and 
which is presided over by the registrar of those societies. Neither 
the Bill nor the law gives a positive definition of a bond-fide unem- 


ployed :— 


In the Danish Bill a society 


In the Norwegian law a 
is not allowed to give out-of- 


society is not allowed to give out- 


of-work pay, but to blamelessly 
unemployed, able-bodied per- 
sons. 

Want of employment caused 


work pay :— 

(1) During strikes and lock- 
outs to the strikers or locked- 
out persons. 


1 The treasury pays to registered friendly societies 2 kr, per member and } of the 
premiums, 

















1907] INSURANCE AGAINST WANT OF EMPLOYMENT 141 


by strikes or lock-outs is not re- (2) To sick or invalid persons. 
garded as blameless. No out- (3) To members whose want 
of-work pay is to be paid to an of employment is caused either 
unemployed person before he by their leaving their work 
has registered at the labour without good cause, or by their 
bureau, or if he refuses to accept excessive drinking, or by their 
work that the managers of the conduct towards employers or 
society think fit for him. fellow-employees. 
(4) To members serving their 
time as soldiers. 
(5) To members undergoing 
imprisonment. 
(6) To members taken into 
custody. 
(7) To members in receipt of 
constant poor-relief. 
(8) To members refusing to 
accept work offered by the 
society. 


What is blamelessly unemployed in the Norwegian law and 
what construction shall be put on “leaving their work without 
good cause’’ in the Danish Bill? In the trades where the 
unions lay stress on the increase of the minimum-wage, and 
where, consequently, the prevailing average-wage will be nearly 
the same as the minimum, no doubt the State and the society 
will agree in declaring that a man who, although earning the 
minimum-wage, leaves his work to try to get higher wages, does 
leave it without good cause and is to blame. In other trades, 
where the unions do not care so much for the minimum-wage, but 
fight for the increase of the average-wage, and where, therefore, 
the minimum-wage—if such one exists—is far below the average- 
wage, the societies will think—as the unions have done to 
this day—that a man has good reason to ieave his work when 
he does not earn what he thinks is a reasonable wage. In those 
trades the out-of-work pay has most decidedly been a direct part 
of the fight for a higher standard of life—and will the State give 
its assistance to this fight? If the State refuses to do so, con- 
trol of the societies will be necessary, but then it is very doubtful 
whether several of the greatest unions with the most elaborate 
out-of-work pay will give up their old freedom for the benefit 
of the subsidy. 

The Danish Bill is on one point the more liberal, namely, in 
depriving of assistance strikers and locked-out persons only for 
the length of time the conflict lasts, whereas the Norwegian law 
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does not recognise any want of employment at all caused by strike 
or lock-out. No doubt the Danish principle is the right one: 
the State’s aid is to be limited by the consideration only that it 
should not be partial in a conflict, and no working-man will be 
frightened from fighting his employer by the risk of losing his 
out-of-work pay after the fight is over. 

How to regulate the relations between the trade-unions and 
the insurance societies has been a difficult task in both countries. 
Trade-unionism is not as yet so fully recognised in those countries 
as in England, and the overwhelming majority of the trade- 
unionists being social democrats, the legislators did not like to 
show the appearance of favouring the unions. On the other side, 
no one could fail to see that what is done in regard to unem- 
ployed insurance to this day is done by the unions, and that they 
were possessed of the whole apparatus of insurance societies. The 
way entered upon then is not to prohibit joint administration of 
the union and the insurance society, but to prescribe that all funds 
and accounts of the society are to be kept separate from any 
other society or union. The insurance society has no right to 
refuse admission to any decent person belonging to the trade or 
locality } concerned. In other words, it will be impossible for the 
society to keep outside blacklegs. But to diminish the discontent 
at such objectionable circumstances, the Norwegian law provides 
that the members of an insurance society connected through joint 
administration with a union, who are not also members of a 
union, shall be without any influence upon the administration of 
the society, 1.e., without a vote at the general meetings. The 
Danish Bill allows the societies, through their by-laws, to keep 
outside persons ‘‘ who appear bodily or morally unable to con- 
stant industry, or to co-operate with their superiors or their fellow- 
workers.’’ The great question is whether these clauses are suffi- 
cient to keep the undesirable aloof and prohibit the blacklegs— 
whose risk of being unemployed certainly is greater than that of 
the trade unionist—from living upon the premiums of their 
fellow-workers, and, at the same time, spoiling the work of the 
union in raising and maintaining the standard of wages. Here, 
again, it will be difficult for the unions to decide whether they 
ought to refuse the subsidy, or accept it and run the risk of un- 
doing their own work up to this day by admitting their worst 
enemies to trouble their ranks. But those difficulties will, I sup- 
pose, not be insuperable—in the hands of the unionists. There 
are always many means of mere personal nature to frighten the 
undesirables away. 

The incorporation of a society, which is a condition of being 

1 Local insurance societies are thought fit for the rural districts. 
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subsidised, is given to those societies whose by-laws are in con- 
formity with the law. The maximum daily pay is in Denmark 
fixed at 2 kr.—in Norway to half of the prevailing average-wage. 
In Norway an unemployed person cannot be assisted for a longer 
time than ninety days yearly—in Denmark the by-laws are not 
allowed to fix a less maximum number of days of assistance 
than seventy. . 

The significance of the law and Bill lies not only in the possi- 
bility that they relieve distress, but in the fact that—once in 
force—the improved statistics of the unemployed and the yearly 
increasing grants to the insurance societies will keep the great 
question of the unemployed before the eyes of the people, and 
kill the old prejudice that the working-man himself has caused his 
want of employment. 

Sven TRIER 





RECENT OFFICIAL PAPERS. 


Report from the Land Values Taxation (Scotland) Bill. 
1906. 379. 
‘“THE new standard of rating based upon the yearly value 
of land, apart from the buildings and improvements upon it, is 
sound.’’ ‘‘ Feu’’ duties should not be exempted. 





Papers Relative to the Working of Taxation of the Unimproved 
Value of Land in New Zealand, New South Wales, and 
South Australia. 1906. [C4. 3191.] 


THE New Zealand Commissioner of Taxes and other officials 
witness in favour of the new system. 





Report on the Decline in the Agricultural Population of Great 
Britain. 1881-1906. [C*. 3273. ] 


DecLINE in the number of agricultural labourers [from 
984,000 in 1881 to 690,000 roundly in 1901] is observed in all 
the counties of Great Britain except Anglesea and Flint. The 
decline is not completely parallel to the diminution in arable 
land. Labour-saving machinery also reduces the demand. On 
the side of supply is the attraction of town life with higher 
nominal wages. 
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OBITUARY. 
LorpD GOSCHEN. 


By the sudden death of Lord Goschen on February 7th last, 
the country, it is universally recognised, has to mourn a heavy 
loss. In this mourning the Royal Economic Society is specially 
called on to join, not merely on account of his official position in 
connection with it, but because of the illustration given by his 
whole career of the value of economic and statistical studies, and 
of the peculiar fitness for high political office of those whose minds 
are imbued with business knowledge and sound economic ideas. 
Many of us have also to mourn the loss of a genial friend, whose 
encouragement and sympathy were never wanting for works in 
connection with his favourite studies, and who was always ready 
to take his part in associations and meetings with the same end 
in view. He was president, it may be remembered, of the Royal 
Statistical Society just before he became Chancellor of the Ex- 
chequer, and in that capacity, as well as in his office as president 
of our own society, he did not a little by speech and writing to 
advance the cause of economic study. 

The leading features of Lord Goschen’s life and character are 
tolerably familiar. The son of one of the partners of the well- 
known City house of Frihling and Goschen, after a brilliant 
career at Oxford he entered his father’s house, and became a 
partner at an early age. In that position he was selected as one 
of the directors of the Bank of England, according to the custom 
of that institution to associate with its management the younger 
partners of leading mercantile firms who may be trained when 
young for holding the offices of governor, deputy governor, and 
directors ‘‘ who have passed the chair’’ while they are yet in the 
prime of life. Then he wrote his remarkable book on ‘‘ The 
Theory of the Foreign Exchanges ’’ (before he was thirty), estab- 
lishing in a moment his economic reputation ; sat as Member of 
Parliament for the City ; joined the Ministry of Lord John Russell 
formed after the death of Lord Palmerston in 1865, becoming a 
Cabinet Minister practically without any intermediate probation— 
(a most unusual advance at that time for a young man, however 
brilliant, not directly sprung from the aristocratic class) ,—and 
finally, on the formation of Mr. Gladstone’s Government in 1868, 
began his real administrative career as President of the Poor Law 
Board, now the Local Government Board, distinguishing himself 
in different ways in all his offices, first as President, already 
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mentioned, next as First Lord of the Admiralty, then as Chan- 
cellor of the Exchequer, and finally as First Lord of the Ad- 
miralty for the second time, during the years of the Boer war 
the Fashoda crisis, and the Continental alarms which accom- 
panied these events. The remarkable feature in his political life 
was a ‘‘ breach of continuity ’’ between 1874 and 1886, occasioned 
by his differences from the Liberal party on the County Fran- 
chise, so that he could not join Mr. Gladstone’s Government of 
1880. Consequently, he was out of party politics for some of 
the best years of his life, from forty-three to fifty-six. In spite of 
this, his opportunity came, not quite too late, with Mr. Glad- 
stone’s Home Rule surprise. The organisation of the Liberal- 
Unionist secession, and of the Liberal-Unionist agitation against 
Home Rule, were largely his work, and brought him into the 
front rank of public men. After that, his services as Chancellor 
of the Exchequer and First Lord of the Admiralty for the second 
time attracted the more attention, and form the administrative 
work for which he will be chiefly remembered ; but they were not 
more remarkable in reality than those of his earlier period from 
which they are separated by so great an interval. Lord Goschen’s 
final public service occurred after his retirement from office in 
1900, when he was nearly seventy—his participation in the work 
of answering Mr. Chamberlain’s advocacy of “ fiscal reform.’’ 


The carecr is a brilliant one, in spite of all deductions, but 
when it is examined only a little more in detail, so as to bring 
out the results accomplished and the characteristics of the man, 
our sense of its significance and value is considerably deepened. 
Take the first period, that of Lord Goschen as a City man, partner 
of Frihling and Goschen, author of ‘‘ The Foreign Exchanges,”’ 
Member for the City, and a director of the Bank of England. 
Although but a young man he was, in those days, emphatically a 
leader in the City—masterful, resourceful, full of energy, com- 
manding the highest respect for the qualities of uprightness, amia- 
bility, and modesty, which afterwards distinguished him in 
politics. The story is told of him that when he and his friends 
were impeded in a certain financial operation they were carrying 
through by the Stock Exchange Committee refusing or delaying 
to give them a quotation and settlement, he carried matters with a 
high hand by the threat of forming a new Stock Exchange, which 
he would undoubtedly have carried out if necessary. The story 
may not be quite true in the form I have heard it, at secondhand 
only, but it is certainly ben trovato. The whole tradition of Lord 
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Goschen in the City is that if he had not been diverted into 
politics he would have gone very far, developing a new great 
house like that of the Rothschilds or Barings, and guiding the 
City in a great emergency as it was guided by Mr. Bertram Currie 
in the Baring crisis. It is fortunate for the country perhaps that 
he did take to politics, and set a new example in that field, but 
whether in the City or in politics he was bound to have been 
a foremost leader. 

In the next phase of his life, that of Cabinet Minister before 
1874, his administrative record is first that of President of the Poor 
Law Board, and next that of First Lord of the Admiralty. In the 
former capacity he distinguished himself very greatly indeed. He 
became a ‘‘ Committee of one’’ to investigate the position and 
history of local finance, and at the same time was chairman of 
a House of Commons Committee dealing with the whole subject 
of rating in all its branches. His report on Local Taxation as 
the ‘‘ Committee of one’’ on the subject is the beginning of our 
official knowledge of local finance, as he brought together for the 
first time the scattered information available for the previous 
half-century, compared the results with those of imperial taxa- 
tion, and with similar information from foreign countries, and 
laid the foundation for the subsequent Local Taxation Returns 
at the very date when local finance was becoming, by the develop- 
ment of urban populations and local authorities of every sort, even 
more important than imperial finance itself. His report is other- 
wise a mine of information and interest, especially for its demon- 
stration that, contrary to the popular impression, the burden of 
hereditary rates had not then been increasing but rather 
diminishing, and for its warning as to the kind of increase 
of rates which was then in progress or impending. The services 
of the House of Commons Committee on Rating which Lord 
Goschen directed were also important. The Report fully de- 
scribed the various and complicated rates and methods of rating 
which had come into existence, and made suggestions for uni- 
formity and simplicity, including especially the division of rates 
between owner and occupier as in Scotland. The specific recom- 
mendations were “‘ held up’’ at the time, as happens too often 
to excellent reports in our Parliamentary system, in which there 
is hardly ever time for real ‘‘ spade work.’’ The discussions of 
the early ‘seventies have also been superseded by the later 
elaborate inquiries of Lord Balfour’s Commission on Local Taxa- 
tion. But the reports of Lord Goschen were the necessary pre- 
liminary to what has followed, and he deserves the credit of 
bringing into order the chaos which. had existed till then. 
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His next administrative work, that of First Lord of the 
Admiralty from 1870 to 1874, has left a smaller record, but the 
work was done con amore, and Lord Goschen then learnt the 
lessons as to naval and military defence which he applied after- 
wards in more critical circumstances. The naval estimates in 
those days were no more than nine to eleven millions sterling. 
France was almost the only foreign Power which threatened 
rivalry with us in naval matters, and France was overthrown, 
at the beginning of Lord Goschen’s period, in the Franco- 
German war of 1870-71. But even then France was giving 
indications of naval ambition of a threatening character, and 
the seed of German aspirations, for those who had eyes to see, 
was germinating. Lord Goschen was the subject of many thea- 
trical and music-hall jests as to a civilian being the ruler of 
the ‘‘ Queen’s navee,’’ surely in his case most unfitting, for there 
was no better disciplinarian or one more imbued with the spirit 
of the naval profession, and no one better fitted to judge of the 
imperial necessities for which the navy was required, and to 
insist, with his political colleagues, that the navy was not to 
be played with. In those days, as I happen to know, when 
another minister was at the Admiralty, an order one year 
had come from the Prime Minister that the estimates of the 
previous year were not to be exceeded; and when, as a matter 
of fact, the estimates were exceeded, the desired economy was 
obtained by cutting down the number of men required for a 
particular branch by 1,000, although the naval authorities had 
jast declared the thousand men to be required! Lord Goschen 
had never any part in such proceedings, and the incident shows 
only too well how essential it is that the War Office and Ad- 
miralty should be protected by their chiefs against suggestions 
that endanger the very purpose for which the services exist. 

In Lord Goschen’s next period, that of his retirement from 
party politics for ten or eleven years, viz., between 1874 and 
1886, he gained distinction outside the ordinary path of politics 
by diplomatic services. Although they were beginning to differ 
politically, Mr. Gladstone and Mr. Goschen were akin in many 
ways, especially in their high ideals and conscientiousness, and 
Mr. Gladstone, there is ample evidence to show, allowed Mr. 
Goschen to leave the ranks of his followers most unwillingly. 
Mr. Goschen up to that time had been his right hand man. 
Hence Mr. Gladstone’s repeated offers of the Viceroyalty of 
India, and, failing that, of a special mission to Constantinople, 
in the hope, no doubt, that time would heal the differences and 


Mr. Goschen would be Minister again. In diplomacy Mr. Goschen 
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was as successful as he had been in other spheres, perhaps more 
successful, impressing the Turk with his power, and gaining, in 
the difficult circumstances after the Treaty of Berlin, a prestige 
and influence which were most useful for the general peace. 
Previously, it may be noticed, Lord Goschen, as representing 
the City, had gained no small success in arranging Egyptian 
finance, his manner at Cairo, although he had no official mis- 
sion, being sufficient to overawe the Khedive and put his corrupt 
ministers to flight. Lord Goschen undoubtedly would have been 
a great diplomatist, his firmness, perseverance, subtlety, and 
suaviter in modo which had gained him his City fame, finding 
in diplomacy an even more suitable field. 

During this ‘‘ interregnum,’ also, if we may so call it, it 
may be noticed, Lord Goschen’s influence was largely exercised 
outside the sphere of party politics in advising and arranging 
the business of two important Royal Commissions—the one on 
Trade Depression in 1885, and the Gold and Silver Commission 
of the following years, though the latter, perhaps, rather belongs 
to the period of renewed activity consequent on his return to 
party politics at the time of the Home Rule split. He had 
previously (in 1876) conducted as chairman a House of Commons 
Committee on the Fall in Silver, and to the last was constantly 
appealed to by, and as constantly advised, ministers on both sides 
of politics in economic inquiries. One important qualification 
he possessed for this duty, an open mind, enabling him to 
appreciate the difficulties of Parliament, Government, and 
Minister, and the constant importance of fair and full inquiries. 

This would hardly be the place to comment on Lord 
Goschen’s appearance as an organiser of the Liberal Unionist 
campaign against Mr. Gladstone on the Home Rule question. 
But at least this may be said, that he developed unexpected 
energy and power, both in organising and in addressing popular 
audiences. The old masterfulness which he had displayed in 
the City once more became apparent. His famous remark, 
apropos of Nationalist outrages designed to frighten the party 
leaders, ‘‘ Let us make our wills and do our duty,’’ will not 
soon be forgotten. It was not a mere rhetorical phrase, but ex- 
pressed his very soul and heart. At first it seemed as if the very 
success of the Liberal Unionists would deny him an opportunity for 
exercising his great administrative powers. The Liberal Unionist 
leaders had arranged with the Conservatives, and it was probably 
expedient they should arrange, that in the event of success the 
Government should be purely Conservative, and not a coalition. 
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Happily for the country, Lord Randolph Churchill threw up 
the leading post in the Government, a Unionist Government, 
playing his own game; and in the name of the Unionist cause 
Lord Salisbury called Lord Goschen, the most conservative 
of the Unionists, to his aid, ensuring the continued triumph of 
the cause. To this accident it is owing that Lord Goschen 
had his final experiences of administration, though it is not un- 
likely, one should say, that another way would have been found, 
given his supreme fitness and the general recognition of his 
powers. 

His appearance as Chancellor of the Exchequer for the next 
five years was, no doubt, the most brilliant part of his career. 
The Chancellor of the Exchequer exercises a general supervision 
of the finance of the different departments of the Government, 
and his work is hardly to be appreciated, except in the inner 
circle of the Government itself. But Lord Goschen, it is well 
known, was strenuous and active in his miscellaneous work. It 
came in his way, for instance, practically to negotiate a Com- 
mercial Treaty with Greece, during which he exercised his diplo- 
matic gifts in what seems the small matter of securing reductions 
of import duties in that country in exchange for the reduction 
of our own duty on currants; and Lord Goschen was successful 
in that as in most other things he undertook. His Chancellor- 
ship, however, is most remembered by three achievements, apart 
from his budget speeches themselves—the conversion of the debt, 
the reform of the gold coinage, and the substitution of an 
assignment of portions of certain taxes in lieu of grants in aid 
by the Imperial Government to local authorities. The debt 
conversion—the conversion of the 3 per cent. debt into 24 per 
cent.—had been attempted several years before by Mr. Childers 
unsuccessfully, the times not being propitious, and success was 
now due, apart from the more favourable times, to two skilful ex- 
pedients : (1) the reduction to 24 per cent. by two steps instead 
of one, so that the converted stock was known for a long time 
as the 2? per cents. ; and (2) the offer of a small brokerage by the 
Government to agents, through whom conversion was accepted by 
the holders. The effect was that out of £558,000,000 of 3 percent. 
debt outstanding in 1888 almost the whole was converted or paid 
off before the end of the year, the immediate annual saving of 
interest being £1,395,000, and the eventual saving, when the 
second step to 24 per cent. was taken some fourteen years later, 
being twice that sum. Lord Goschen was keen as to the details 
of the operation, giving interviews to any large holders of stock 
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who were reluctant to come in, and pushing the operation, in 
fact, as if he had been a financier in the City conducting a new 
issue. The service to the country was, no doubt, considerable, 
and criticism which has been made since as to the boom which 
ended in the Baring crisis being stimulated is surely most 
irrelevant. The reform of the gold coinage was comparatively 
simple, Lord Goschen’s qualities being mainly shown in his 
careful inquiries beforehand as to the amount of the coinage 
outstanding and the conclusion at which he arrived, which 
enabled him to undertake the reform with confidence, that the 
amount of the outstanding coinage was much smaller than had 
been generally supposed. The alterations in the system of local 
and imperial administration involved in the assignment of im- 
perial revenues to local authorities were, perhaps, not altogether 
to the personal taste of Lord Goschen himself as the Minister 
responsible for imperial finance, but the changes were large and 
complex, could hardly have been managed, perhaps, by any other 
Minister, and contributed largely, there is no doubt, to the 
appeasement of the outcry of local authorities for a time, which 
was politically of great importance. 

As to Lord Goschen’s second term at the Admiralty, the 
office he accepted in the second Unionist Government, which 
was formed in 1895, the mere fact that he was at the Admiralty 
in the troublous period which included the Fashoda incident 
and the Boer War, is sufficient to show the gravity of his task. 
He was, in fact, the main support of Lord Salisbury in as 
difficult diplomatic work as can well be imagined. He had to 
steer a middle course, both as Chancellor of the Exchequer and 
First Lord of the Admiralty, between the eager advocates of the 
services always crying for more and more expenditure, and the ad- 
vocates of economy so-called, who declaim against almost any 
estimate for army and navy. The recognition of the fact that 
army and navy are necessaries by an economist of his excep- 
tional eminence was itself an achievement of no small value 
to the country, whatever differences of opinion may exist as to 
the extent of the necessities themselves, and the principles by 
which the sufficiency of the grants is to be judged. 

Lord Goschen’s services in his retirement in connection with 
the fiscal controversy raised by Mr. Chamberlain are so recent 
as hardly to need comment. He was, no doubt, the most for- 
midable critic of Mr. Chamberlain, not merely from his great 
experience as Finance Minister, but because his intimate 
acquaintance with banking and exchanges enabled him to deal 
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in a thorough and scientific way with such topics as excess of 
imports and balance of trade. No one reading Lord Goschen 
after Mr. Chamberlain, in their statistical contests, could doubt 
that the former knew thoroughly, and the latter not quite so 
well, the facts of trade and commerce lying behind the figures. 
Lord Goschen was not so prominent in this contest as in the 
previous Unionist struggle, the lapse of time and the appearance 
of new forces rendering this unnecessary ; but some part of the 
final Free Trade success was certainly due to his astonishing 
vigour at a time when he might fairly claim to have retired. 


Such is a brief review of a remarkable career. It remains 
only to say in conclusion that the qualities above referred to 
as characterising Lord Goschen in early life in the City remained 
with him all through—masterfulness ; the power of leading and 
animating associates and followers; zeal and industry, no toil 
being too heavy or too minute for him; sincerity and honesty 
of the highest order, first of all in the studies which led him to 
his conclusions, and then in all his dealings with party and 
politics, a sincerity and honesty, I have heard it said, unusual 
in party politicians, and which would have meant failure to 
almost any other man in that perilous game. Withal amiable 
and modest, and devoid of self-consciousness, so that he would 
undertake tasks apparently beneath his position when the neces- 
sities of a cause demanded. Many who knew him well are of 
opinion that but for accidents the country might have possessed 
in him a Foreign Secretary or Prime Minister more supremely 
qualified than any Minister since Sir Robert Peel or Palmerston, 
as he was wanting in no quality, whether of real knowledge, or 
courage, or power of leadership for these high offices. Nor can 
it be said of him capax impert, nisi imperasset. He was not, 
in fact, called to the highest offices open to party leaders; but 
he showed all the power required, and has left a mark on the 
policy of the State as considerable as that of some few holders 
of the highest offices who have distinguished themselves most. 
Much of his success, it is fitting to say in these pages, was 
undoubtedly due to the fact of his first-hand knowledge as an 
economist and statistician, whose subjects are also those of the 
politician ; only the latter too often neglects the study altogether. 


Lord Goschen’s contributions to the literature of his studies 
are not inconsiderable. Besides his Foreign Exchanges, he 
published in a volume form, after his experiences at the Poor 
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Law Board, his Reports on Local Taxation. Later in life he 
published a volume of essays, papers, and speeches on economic 
and statistical subjects, recently reviewed in this JourNAL, Vol. 
XV., p. 5385. Within the last two or three years he also pub- 
lished a biography of his grandfather, the publisher of Goethe 
and Schiller, a labour of love on his part, composed during many 
years of a busy life, and full of literary power. It is to be hoped 
that some one of his friends, perhaps Lord Milner, will supply 
a life of Lord Goschen himself. Such a work properly done will 
be a valuable and stimulating record for future students of 
economics and politics, and full of human interest. 
ROBERT GIFFEN 





City Notss. 
WE have received the following notes from R.G. :— 


The Bank Rate.—In the early part of the quarter interest 
was concentrated on the 6 per cent. Bank rate, and speculation 
was rife on the question whether the rate would see the market 
through the period of dear money, or whether a further advance 
would be necessary. As things have turned out, 6 per cent. 
has seen the market through for the present. On January 17th 
a reduction to 5 per cent. was made, so that in all there had 
been a three months’ period of 6 per cent., which had lasted 
from October 19th. The rate, however, has remained at 5 per 
cent., and in all there have now been 5 and 6 per cent. rates 
for about six months, a longish spell of dear money. Disquieting 
symptoms in the stock markets have likewise continued, and 
there is still much uneasiness as to financial conditions in the 
United States. The Bank of England has the whip hand of the 
market, owing to the large collection of revenue in the last 
quarter of the financial year, and will use its power, it may be 
hoped without undue pressure, to strengthen the reserve in view 
of the difficulties of the financial position throughout the world. 


Prices of Commodities.—The rise of wholesale prices which 
accompanies the improvement of trade, and which is at bottom 
one of the main causes of firmness in the money market, has 
made further progress. Coal especially advanced rapidly at the 
turn of the year, partly in consequence of the cold weather, and 
in spite of a relapse in February still remains higher than a 
year ago. Soap, after falling away on the dissolution of the soap 
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combine, has also been advancing of late; copper, lead, and tin 
seem higher permanently than has ever before been known; 
while iron, leather, cotton, and woollen manufactures and so on 
are all higher. Hence in part the great increase of imports and 
exports, which seems to go on without a stop and attracts more 
and more attention, the advance of 1906 upon 1905 being 
exceeded already in the early months of 1907. 





Imports and Exports.—It may be worth while pour mémoire 
just to mention the figures of imports and exports for 1906 
compared with the previous years as a record. They are as 


follows :— 
EXPORTS (BRITISH 


IMPORTS. AND IRISH PRODUCE). 
MILLIONS. MILLIONS. 
1906 ‘ee 608 aie ans 376 
1905 a 565 ets a 330 
1904 - 551 De es 301 


The increase in imports is no less than 10 per cent., comparing 
1906 with 1904, and in exports of British and Irish produce no 
less than 25 per cent. To find a parallel we must go back to 
the record years of 1870-78, and, as we have said, there is yet 
no sign in 1907 of any arrest to the movement. 


Fall in Stock Markets.—Dear money, however, has been the 
cause and consequence of trouble in the stock markets, which 
were at their weakest at the very time the Bank rate was being 
reduced from 6 to 5 per cent. According to the usual monthly 
tables of the aggregate value of representative securities in the 
Banker’s Magazine, there was a fall of no less than £26,748 ,000 
between January 21st and February 20th, viz., from 
£3 843,177,000 to £3,816 429,000, this fall being specially notice- 
able in American securities, British railways, and other stocks, 
where the losses are very great indeed. Tea, copper, and other 
shares have gained, by which the trouble on the Stock Exchange 
has in some degree been masked. 


The Coming Budget.—Mr. Asquith, it is now plain, will have 
materials for a good Budget. The revenue during the year has 
considerably exceeded the estimates, while Army and Navy esti- 
mates show real reductions of about 34 millions. ‘The Budget, 
however, cannot be a sensational one as far as immediate re- 
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ductions of taxations are concerned, as the available surplus, 
owing partly to nominal changes, will only be a few millions. 
and even a small remission of taxation now involves a great deal 
of money. Mr. Asquith deserves no small credit for putting an 
end to the special works Budgets of Army and Navy, though 
the effect is to deprive him of a good deal of his surplus in 
consequence of charges which would formerly have been 
‘* special,’’ and paid out of loans being placed among the ordinary 
estimates. Still, Mr. Asquith’s Budgets belong to the pros- 
perous category, though not sensationally prosperous. 


R. G. 





CURRENT ToPics. 


THE Labour Notes contributed by Mr. Ernest Aves, which have 
become a familiar feature of the Economic JOURNAL, will be 
missed in the present and the next number. ‘The absence of the 
notes is accounted for by the absence of Mr. Aves, who has gone 
to the Antipodes in the capacity of a Commissioner, appointed 
by the Home Secretary to inquire into and report upon: (1) the 
system of wages boards in Australia; (2) the compulsory arbitra- 
tion systems in force in Australia and New Zealand ; and (8) the 
Shop Hours’ Acts of the two countries. The judicial mind which 
our contributor has ever brought to the consideration of labour 
will now be more than ever required. 





THE POSTMASTER-GENERAL has appointed a Departmental 
Committee to consider whether the Post Office should undertake, 
in connection with the Savings Bank, to insure employers against 
the liabilities incurred under the Workmen’s Compensation Acts. 
The Committee is subsequently to consider whether steps should 
be taken to stimulate the use of the present life insurance system 
of the Post Office, and, if so, what these steps should be. The 
work of the Committee thus falls into two parts. The first 
inquiry is due to the enactment of the Compensation Act of last 
year. It was suggested that the case of the small employer, who 
now comes within the scope of the Compensation Act, is not 
met by private companies; that some special facilities for their 
insurance ought to be provided. The second inquiry has been 
rendered necessary by the comparative failure of the life insurance 
system of the Post Office. In spite of the liberal policies offered, 
the number of persons who have availed themselves of them dur- 
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ing each of the last three years were 592, 517, and 741. The 
chairman of the Committee is Lord Farrer, and its secretary 


is Mr. KE. Raven. 





A RATHER novel issue has lately been dividing the ranks of 
trade unionism. Should municipal employees organise them- 
selves into unions distinct from those formed by workmen in 
private employment? The Trade Union Congress at Liverpool 
considered the question, and their decision is expressed in a cir- 
cular letter issued by the Parliamentary Committee to all the 
unions in the country. The Congress decided very emphatically 
against any such development, holding that it would have a dis- 
integrating effect upon the movement. The Parliamentary Com- 
mittee, accordingly, appeals to municipal workers to join the 
unions already established in their trades, instead of adding to 
their number. 





THE recently formed British Constitutional Association 
is the latest organisation created for the purpose of opposing 
Socialistic legislation of all kinds. It is a non-party association, 
and it hopes to ‘‘ enable both Liberals and Conservatives, however 
much they may differ on other questions, to unite in opposition 
to Socialistic measures.’’ Its objects are explained by Sir Wil- 
liam Chance in a letter to the Spectator of December 29th last. 
The secretary is Mr. H. R. Beasley, 9 Bedford Court Mansions, 
Bloomsbury Street. 


A SECTION is to be devoted to Social Economics at the summer 
meeting of the University Extension movement at Oxford this 
year. The general subject of the lectures is ‘‘ The Contrasted 
Ideals of Socialism and Individualism.’’ The meeting extends 
over four weeks, beginning on August Ist. 





Major P. Craicig, who till lately held the office of Assistant 
Secretary at the Board of Agriculture, and in that and other 
capacities has made most important contributions to agricultural 
statistics, has been appointed Gilbey Lecturer on the History and 
Kconomics of Agriculture in the University of Cambridge for the 
next three years, in succession to Professor J. S. Nicholson. <A 
high standard has been set for the occupants of this post by Pro- 
fessor Nicholson in the lectures on Corn Laws and on Agricultural 
Rates and Rents, which have been reviewed in recent numbers 
of the Economic JOURNAL. 
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In the University of Edinburgh the Court has resolved to in- 
stitute a Lectureship in Economic History. The financial ar- 
rangements are not yet completed, but it is understood that a 
lecturer will be appointed for next winter session, and that he 
will be expected to give an ordinary course as well as an advanced 
course in connection with the Honours degree in Economic 


Science. 





THE Council of the University of Birmingham has established 
an Advisory Board of Business Men to co-operate with the Pro- 
fessors in the Faculty of Commerce. The list of eight members 
includes the managing directors of such well-known concerns as 
Avery, Alfred Hickman, the Earl of Dudley, and the Metropolitan 
Wagon Co.; and all the gentlemen whose names appear are 
actively engaged in the responsible management of large business 
undertakings. The Board thus constituted appears to contain a 
larger number of men actually controlling great industrial opera- 
tions than have ever before, in any formal way, associated them- 
selves with a University scheme of higher commercial education. 
The functions of the Board will be twofold—first, to make sugges- 
tions with regard to the training of students for business careers, 
and secondly, to bring the faculty and the graduates it produces 
before the notice of the business world. In both these directions, 
it appears, the captains of industry who have been placed on the 
Board have already been helpful, both by advising with regard 
to courses of studies, and by taking young graduates into their 
offices. 


WE have had the privilege of seeing a volume containing 
memorials of our late Treasurer, Mr. Alfred Spalding Harvey. 
As it is printed for private circulation, we are precluded from 
giving it the place which it would otherwise deserve among our 
reviews. But we may be permitted to allude to the articles on 
topics of economic interest, which are collected from several 
periodicals, in this volume. We may notice in particular the 
sympathetic summary of the report of 1867-8, on the employment 
of women and children, contributed by Mr. Harvey to St. Paul, 
April, 1870; his description of the business of banking in several 
articles which appeared in Cassell’s Magazine, and numerous 
speeches addressed to the Institute of Bankers. The traits of a 
beautiful life, delineated in the obituary notice which appeared 
in the Economic JOURNAL, are more fully displayed in the family 


record. 











RECENT PERIODICALS AND NEW BOOKS. 


Journal of the Statistical Society. 


DecEMBER, 1906. The Electoral Swing of the Pendulum (Presi- 
dential Address). Sir R. B. Martin. Estimates of the Realis- 
able Wealth of the United Kingdom, based mostly on the 
Estate Duty Return. W. J. Harris and Rev. K. Lake. 





The Economic Review. 


JANUARY, 1907. Bournville. J. A. Date. The folly of uncon- 
trolled development artificially fostered by profit-seekers in the 
suburbs of Birmingham leading to Bournville contrasts with the 
charms of the model village created by Mr. Cadbury. Economic 
Crises, and some Aspects of Trusts. W. Neuratu. The paradox 
of over-production is explained by the phenomena of credit. 
If creditors had a claim to a share in the production rather 
than a fixed sum of money, the fall of prices attending a 
plethora of goods would dono harm. The necessary reforms are 
to be accomplished by trusts. The Poplar Workhouse Inquiry. 
G. Crosse. 





The Nineteenth Century. 


DeEcEMBER, 1906. The Labour Movement. J. Kem Harvie, M.P. 
Friendly Societies. Str E. Braproox. 

JANuARY, 1907. The Evolution of the Income-Taz. G. McCrae, 
M.P. A member of the Select Committee on the Income-Tax 
endorses its recommendations. ‘‘ Window Dressing’’ in the 
Money Market. H. Wiruers. Directed against banks calling 
in cash for a day only to figure in the monthly statements. 
Weekly statements would correct over-trading in credit. 





Contemporary Review. 


Decemper, 1906. Work and Life. Sim Onrver Lopez. An educa- 
tional homily. 

Fepruary, 1907. The Retail Bookseller. R. Bowrr. The wisdom 
of breaking up the Booksellers’ Association in 1852 is disputed. 
The existing Association of Booksellers ‘‘ removes the competi- 
tion from one of cutting to one of competence.”’ 
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DECEMBER, 
KC. 


January, 1907. Population and Agriculture. J. A. SPENDER. 


FEBRUARY, 


Continued from December. A German Tramp Prison. W. H. 
Dawson. Small Fruit Gardens for England. 8. Moraan. 


DECEMBER, 
Land 


WepGwoop, M.P. 

January, 1907. The Episodes of the Month. There is a sympathetic 
account of Lord Milner’s pronouncements on December 14th and 
December 17th in favour of Tariff Reform. 


DecemMBER, 1906. Labour’s Ideal. P. SNowpren, M.P. A Minimum 


Wage. 


Ropertson. The increase of the precious metals is not vital to 
industry. 


FEBRUARY, 


E. QO. Forpuam, (2) R. Munro Fercuson, M.P. 


The Quarterly Journal of Economics (Boston). 


NOVEMBER, 


Capital Goods. KE. Boum-Bawerxk. The Inter-State Commerce 
Act as Amended. F. H. Dixon. The Taxation of Personal 
Property in Pennsylvania. R. McCrea. The Telephone in 


Great 


Industry in Canada. R. H. Coats. 


DECEMBER, 
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Fortnightly Review. 


1906. Population and Progress. M. CRACKANTHORPE, 
In defence of Malthusianism. 


1907. Population and Progress. M. CRACKANTHORPE. 





The National Review. 


1906. The Future of Tariff Reform. J. L. Garvin. 
Values—Why and How they Should be Taxed. J. 





The Independent Review. 


GERTRUDE TucKWELL. The Gold Mine Fallacy. J. M. 


1907. The Small Holdings Committee’s Report. (1) 





1906. Capital and Interest once More. Capital versus 


Britain. A. N. Hotcompe. Co-operation in the Apple 








Political Science Quarterly (New York). 
1906. The Housing Problem in San Francisco. KE. T. 


Devine. There has been a striking illustration of the truth that 
embodied wealth—e.g., shops and offices—do not count for much 
in respect of economic welfare. There was, however, a tem- 
porary paralysis of industry. A Gold Standard for the Straits. 
Il. W. W. KemMeEReR. 





The Journal of Political Economy (Chicago). 


NOVEMBER, 


1906. Ocean Freight Rates and their Control by Line 


Carriers. J. R. SmitH. The Prevention of Stock-Watering by 


Public 


Service Corporations. A. W. Spencer. Municipal 


Ownership in Germany. H. Meyer. 

December, 1906. The Inter-urban Electric Railway in Ohio. E. L. 
Bogart. Trade Relations with Latin America. B. G. Lewis. 
Harriet Martineau and the Employment of Women. EpitTu 


ABBOTT. 
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Annals of the American Academy of Political and Social Science 
(Philadelphia). 


NovemMBeER, 1906. Municipal Ownership as a Form of Governmental 
Control. F. A. CLEVELAND. American Municipal Services from 
the Standpoint of the Entrepreneur. C. L. Jones. Chicago 
Traction: a Study in Political Evolution. Witiuarp E. Horc- 
kiss. Giving an account of the contest against corruption, and 
the endeavour to introduce a system of municipal trade. Some 
Social Effects of a Reform Movement. F.S. Epmonps. Elec: 
tion Reforms: The Trend towards Democracy. J. C. RUPPEN. 
THAL. Perhaps the most noteworthy paper in this volume, giving 
a mass of interesting information with regard to the electoral 
laws of the different states of the United States, and to many 
legal questions arising thereon. A Problem of Primaries. J. 
De L. VerpPLanck. Municipal accounting in Boston and Louis- 
ville. 





Journal des Economistes (Paris). 


NoveEMBER, 1906. Apergu Historique des Théories Modernes de la 
Valeur. M. BELLom. 

December, 1906. Théorie de l’ Evolution, Temps Primitifs. G. DE 
MouinariI. Le Réseau d’Etat de 1879 @ 1883. M. ScHELLE. 
Les Chemins de Fer des Etats-Unis. D. B. 

JANUARY, 1907. 1906. G. pe Mouinart. Le Marché Financier en 
1906. A. RAFFALOVICH. 

Fepruary, 1907. La Banqueroute du Socialisme Scientifique. Y. 
Guyot. Une Industrie mal Protégée. L’Industrie de la Soie 
en Italie. The Italian silk industry suffers from Protection. 
L’Entrepreneur est-il un quatriéme facteur de la production ? 
M. Bettom. The entrepreneur is but a high-class worker. 


Revue d’Economie Politique (Paris). 

DeceMBErR, 1906. Une Campagne Syndicaliste: les Sous-agents des 
Portes. P. Grrarp. Les Gréves en Italie. G. Francois. Le 
Mercantilisme libéral a la fin du XVII¢ Siécle. A. Scuatry et 
R. CAILLEMER. The exposition of M. de Belesbat’s ideas is con- 
tinued and concluded. 

January, 1907. Le Commerce eatérieur de Egypte. P. ARMINJON 
et B. Micuet. Fonction économique du Contrat de Société. 
P. Pic. The Professor of Industrial Legislation raises the ques- 
tion how far law should interfere with companies. 

Fepruary, 1907. Les Castes de la Vie économique. C. Bouatt. 
The economic life of India doesn’t resemble any of the postulates 
of the classical political economy. Le Commerce extérieur de 
L’Egypte (suite). P. Arminson et B. MIcHEL. 


Revue Economique Internationale (Brussels). 


The study of social life at the Solway Institute of Sociology is 
described in the December number. The recuperation of 
Spanish credit is the subject of another article. A curious pro- 
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nouncement on Treaties of Commerce is contributed by 
M. Métine to the January number. An historical retrospect 
leads to the conclusion that it is necessary for France to main- 
tain her fiscal policy of 1892. 





In L’Economiste Francais for January 12th, M. Pau Leroy- 
BEAULIEU, writing on the French Census for 1906, explains the fact 
that while the excess of births over deaths during the quinquennium 
1901-5 was 323,594, the increase of population in 1906 over 1901 was 
only 290,322, by the compulsion of religious bodies (‘‘ congregation- 
alistes’’’). The departments where a religious ‘‘ mentality ’’ lingers 
are the most prolific. 





Jahrbiicher fiir Nationalékonomie (Jena). 


NoveMBER, 1906. Zur Anschauung der Antike tiber Handel Gewerbe 
und Landwirtschaft. O. Nevratu. Der Einfluss der Zollpolitik 
auf die wirtschaftliche Entwickelung der Vereinigten Staaten 
von America. H. Levy. 

DEcEMBER, 1906. Die Kredit der Gesellschaften mit beschrankter 
Haftung. C. Greviicn. Der Neueste soziale Fortschritt in der 
Buchdrucker-Tarifgemeinschaft. H. K6pre. 

January, 1907. Ist die Grundrente in der Peripherie der Stadt eine 
**allgemeine Monopolrente.’’ F. Passt. The rent of land 
in the outskirts of a town is no monopoly. Der Berliner 
Getreidehandel unter dem deutschen Borsengesetz. 





Jahrbuch fiir Gesetzgebung (Leipsic). 


Fesruary, 1907. Der Berliner Getreidehandel. ... A construction 
and conclusion. 

1907. Herr I. Die Rentenprincip in der Verteilungslehre. I. 
Dr. ScHuMPETER. Organisation des deutschen Buchhandes: Ein 
Beitrag zur Kartellfrage. I. A. Koppetn. Uber die Aktienform 
der Unternehmung. A. GOTTSCHEWSKI. 





Zeitschrift fiir Volkswirtschaft (Vienna). 


Hert V. anv VI. contains a contribution to the newest literature on 
capital and interest by Pror. B6um-BAWERK; and a eulogistic 
review of Schmoller’s Political Economy by Dr. INAMA-STERNEGG. 
The contribution is continued and completed in a subsequent 
number. 

Eine Darstellung der Belastung durch eine Einkommensteuer. R. 
LIEBEN. 





Archiv fiir Sozialwissenschaft. 
1907. Herr I. Der Untergang des englischen Bauernstandes. 
Criticising the views of H. Levy and J. D. Rogers on the English 
Yeomanry. 
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Giornale degli Economisti (Rome). 

SepreMBeR, 1906. Curve piané di offerta dei prodotti. U. Rucet. 
Protezionismo Marittimo e Credito Navale in Italia. V. 
Giurpipa. Statistiche Agrarie. E. Fornasari bi Verce. La 
dottrina dell’ egoismo di H. Spencer. E. Cossa. 

Octoser. La teoria del costo di riproduzione ... D. Berarpi. Dell 
obbiettivita dell’ economica politica come scienza. EH. Cossa. 
Statistiche Agraric. E. ForNasart DI VERCE. 

NovemBER. Applicazioni della matematica all’ Economia Politica 
del Prof. Vilfredo Pareto. G. Srusint. Calcolo dell’ aumento 
della popolazione. A. Contento. Il patrimonio minerario det 
Comuni. F. G. TENERELLI. 

DecEMBER. Nuove polemiche sullo zucchero. KE. Girettr. L’au- 
mento di popolazione . . in Italia. EK. Rasert. Le popola- 
zione delle grandi citta Italiane. E. Mortara. I conjugate 
sotto Veta legale. ¥F. Conner. 


La Reforma Sociale (Turin). 
An account of the first international congress on Unemployment held 
at Milan last September is given in the December number (by 
R. Micuet). Pror. J. Trvaront (of Paris) writes on the Dis- 
tribution of Wealth in the January number. 





Le Mouvement Economique (Bucharest). 1906. 
The fiscal arrangements respecting spirituous liquors in Greece are 
described by Pror. ANpREADES. Temperance and hygiene, not 
merely revenue, are aimed at. Bad liquor is the greatest danger. 


NEW BOOKS. 


Bonn (M. J.). Modern Ireland: and her Agrarian Problem. 
London: J. Murray. Pp. 174. 2s. 6d. 

CuoruTon (J. D.). The Rating of Land Values. Manchester: 
University Press. 1907. Pp. 177. 

Cuark (Victor S.). The Labour Movement in Australasia. A 
study in social democracy. London: Constable. 1907. Pp. 327. 

Cox (Harotp.) Land Nationalisation and Land Taxation. (Second 
edition, revised.) London: Methuen. Pp. 229. 

[A second edition of the work reviewed in the Economic JOURNAL, vol. iii. (1893) 
Mr. Henry George’s scheme and other forms of special taxation are indefensible. 
Some of the advantages of State Nationalisation might be obtained by improving 
county systems. ] 

DraPers’ Co. REsEARcH Memoirs: Studies in National Deteriora- 
tion. I. On the relation of fertility in man to social status. 
London: Dulau. 1906. 3s. 

Evperton (W. P.). Frequency-Curves and Correlation. (Insti- 
tute of Actuaries.) London: C. and E. Layton. 


(This book is a well-considered and very successful attempt to explain Prof. Karl 
Pearson’s treatment of the application of mathematical formule to statistics, and to 
show its use to Actuaries. It may be recommended to all who are interested in 
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these methods, whether ‘they have followed the treatment in its original form or 
not. The illustrations are very happily chosen and the actual process of evaluation 
clearly stated. Alternative systems are relegated to a not very satisfactory appendix 
of three pages, and the scheme does not cover more than a small part of the whole 
realm of the mathematical discussion and use of statistical data. ] 

Foster (W1Lu1AM). The English Factories in India, 1618-1621. 
A calendar of documents in the India Office, British Museum, and 
Public Record Office. Oxford: Clarendon Press. 1906. Pp. 379. 

[A continuation of the story told in Letters received by the East India Company 
from its Servant in the East 1602-17 (published in 1896-1902). Some 460 papers, 
mostly new, are now calendared. ] 

Izotson (J. G. P.). Personal and Domestic Accounts. Pp. 567. 

[Lessons in the art of recording income, expenditure, capital, &c.] 

International Co-operative Alliance Bibliography. London: 
P. S. King. 1906. Pp. 276. 7s. 6d. 

Kepset (T. E.). The Agricultural Labourer. (Fourth edition. 
Abridged, with a new preface.) London: Sonnenschein. 1907. Pp. 
176. 

[In this latest edition of a work published in 1870, parts have been omitted, parts 
left as they were, parts—e.g. the tables of wages—brought up to date. All the in- 
formation has been obtained by the author’s personal enquiries. ] 

Moore (Haroup E.). Our Heritage in the Land. With an in- 
troduction by Sir William Mather. (Second Edition.) London: 
P. S. King. 1906. Pp. 144. 

[Parts of Back to the Land, reviewed in the Economic JOURNAL, vol. iv., are 
here reproduced with much additional material. Sir William Mather prefixes that 
scheme for providing work on the land which he submitted to the Parliamentary 
Committee on the Unemployed 1895. There is a useful summary (at p. 36) of what 
has been done in the way of providing small holdings under County or Parish 
Councils, and by voluntary arrangement. ] 

Morison (THEODORE). The Industrial Organisation of an Indian 
Province. London: Murray. 1906. Pp. 327. 

[Reviewed above. ] 

PretaveEL (J. W.). Administrative Efficiency, and what it might 
give us. London: Sonnenschein. 1906. Pp. 58. 

Pat. Economics for Irishmen. Dublin: Maunsel. 1906. Pp. 
164. 

[Reviewed above.] 

PoPpPLEWELL (FRANK). Some Modern Conditions and Recent 
Developments in Iron and Steel Production in America. (Gartside 
Scholarship Report.) Manchester: University Press. 1906. 
Pp. 119. 

SoMMERVILLE (Pror. W.). The Place of Rural Economy in a 
University Curriculum. Oxford: Clarendon Press. Pp. 28. 

[The inaugural lecture delivered at Oxford by the Sibthorpian Professor of 
Rural Economy.) 

TityarD (F.). Banking and Negotiable Instruments. London: 
Black. 1906. Pp. 386. 


Euiot (CHarLtEs W.). Great Riches. New York: Crowell, 1906. 
Pp. 52. 

[A reprint of a remarkable essay by the President of Harvard University.] 

Gippines (F. H.). Readings in Descriptive and Historical Socio- 
logy. New York: Macmillan Co. 
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Kirk (Dr. W.). National Labour Federations in the United 
States. (Johns Hopkins University Studies.) Baltimore: Johns 
Hopkins Press. 1906. Pp. 150. 

PrercE (FRANKLIN). The Tariff and the Trusts. New York: 
Maemillan Co. 1907. Pp. 383. 

Ponp (Oscar L.). Municipal Control of Public Utilities. (Colum- 
bia University Studies.) New York: Macmillan Co. 1906. Pp. 
115. ; 
Sniper (Guy Epwarp). The Taxation of the Gross Keceipts of 
Railways in Wisconsin. (Amer. Econ. Association.) New York: 
Macmillan Co. Pp. 138. 

Spencer (M. G.) and H. J. Fark. Employment Pictures from 
the Census. With a preface by Prof. C. S. Loch. 

[A study in the methods of representing statistics.] 

Statistical Record of the Progress of the United States (1800- 
1906). Department of Commerce and Labour, Washington. 


Do.tu£éans (Epovarp). Robert Owen, Avant-propos de M. Emile 
Faquet. Paris: Alean. 1907. Pp. 374. 

[A new edition of the book discussed in the Economic JouRNAL, 1905, p. 257, 
containing a preface by M. Faquet, (p. 8), an introduction by the author (p. 53), 
“‘Socialisme sentimental, Socialisme scientifique, et Socialisme juridique,” and 
pleading for variety in socialistic development, appendices with extracts from 
Owen, and a bibliography.] 

Turot et Bettamy. Les Habitations & Bon Marché. Paris: 
Alcan. Pp. 260. 


{(M. Turot, as a member of the Municipal Council of Paris, has had a good 
opportunity of studying the subjects. The laws of 1902 and 1906 on public hygiene 
are specially considered. ] 


FoviLLE (ALFRED DE). La Monnaie. Paris: Lecoffre. Pp. 240. 

Guyot (Yves). Le Commerce Extérieur de la France en 1905. 
(Reprinted from La Revue du Commerce.) Paris: F. Alean. 1907. 
Pp. 56. ; 

LeEscurE (JEAN). Crises Générales et Périodiques de Surproduc- 
tion. Paris: Larose. 1907. Pp. 652. 

MERLIN (RoGeEr). Guide Social 4 Paris. Paris: Rousseau. Pp. 
442. 

[A directory giving information about institutions devoted to Social work in Paris. 
The author is the “ archivist” in the Musée Social. 

PAULTRE (CHRISTIAN). De la Répression et la Mendicité et des 
Vagabondages en France sous l’ancien Régime. Paris: Larose. Pp. 
640. 

[An historical study. ] 

Poisson (CHARLES). Le Salaire des Femmes. Paris: Librairie 
des Saints-Péres. Pp. 412. 

[The author belongs to the ‘‘ Social Catholic School.’ 

SCHMOLLER (Pror. G.). Principes d'Economie Politique. 
Deuxiéme partie. Tome IV. Traduit par Léon Polack. (Biblio- 
théque Internationale d’Economie Politique.) Paris: Giard. 1907. 
Pp. 189. 


The fourth volume of the translation continues the second part of the work, which 
‘was reviewed in the Economic JOURNAL, xv. This volume deals with work and 
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wages—the offer and the demand ; social institutions such as public relief and insur- 
ance bureaus of employment ; distribution of the national income.] 

Acwortu (W. M.). Grundziige der Eisenbahnwirtschaftslehre. 
Aus dem Englischen iibersetzt nebst einleitendem Vorworte 
von Dr. H. Ritter von Wittek-Geheimer Rat. Vienna: Manz. 
Pp. 167. 


[A translation of the well-known work which was reviewed in the Economic’ 
Journar, 1905. The translator, while not regarding the author’s views of railway 
policy as perfectly ‘* orthodox,” bestows on him much deserved praise. } 

CuneL (Dr. Franz). Zur Lehre von den Bediirfnissen. Inns- 
bruck: Wagner. 1907. Pp. 320. 

[‘‘Theoretical investigations upon the borderland bewween economics and 
psychology” is the secondary title. ] 

Gutman (Junius). Uber den amerikanischen Stahltrust Mit 
Beriichsichtigung des deutschen Stahlwerksverband. Essen: 
Boldeher. 

Harniscu (Dr. M.). Die Enstehung des Kapitalzinses. Leipsic : 
Deutsche. 1907. Pp. 112. 

Hasenkamp (ApotF). Die Geldverfassung und das Notenbank- 
wesen der Vereinigten Staaten. Jena: G. Fischer. Pp. 213. 

Kauinorr (Dr. Dimitri). David Ricardo und die Grenzwert- 
theorie. Tiibingen: Laupf. 1907. 140. 

{A careful study of Ricardo’s Principles, on which light is shed from his Letters 
and from German philosophy. ] 

Mewvers (E. M.). Kleinindustrieten platten lande. (Bureau 
voor Sociale Adviezen. I.) 1906. Zwolle: De Erven. Pp. 71. 

Mompert (Dr. Pav). Studien zur Bevélkerungsbewegung in 
Deutschland in den letzten Jahrzehnten mit besonderer_ Beriick- 
sichtigung der ehelichen Fruchtbarkeit. Karlsruhe: Braunsch. 
1907. Pp. 280. 

Minter (Dr. Atots). Die Gemeinden und ihr Finanzwesen in 
Rumianien. Jena: Fischer. 1906. Pp. 186. 

Voict (Pror. A.). Die sozialen Utopien. Fiinf Vortrige. Leip- 
aie? Cac ») or . 
sic: Géschen. Pp. 254. 


Catperont (Maric). Disarmonie Economiche e disarmonie 
Morali. Florence: Lumachi. 1906. Pp. 110. 

[The *‘ extension of the Ricardian theory of rent ” announced in a secondary title, 
leads on to ‘‘marginality in morals,” the moral ‘‘ law of indifference,” and other 
analogical conceptions. ] 

Fontana-Russo (Pror. L.). Emigrazione di Uomini ed expor- 
tazione di Merci. Roma: Unione Cooperative. 1906. 

[Reviewed above. ] 

Fraccacreta (Dr. A.). Il Movimento operaio nell’ agricoltura 
francese. Naples: L. Pierro. 1907. Pp. 168. 

Vy . ' z ? ) * ° Re 

GERBINO (G. bE F.). Commercio internazionale e politica Com- 
merciale. Palermo: Retser. 1907. Pp. 475. 

IPA 1] , bs 

_ Gopgr (Pror. ULIssE). Il prezzo corrispondente al costo come 
criterio di Giustizia Sociale. Milan: Reberchini. Pp. 9. 

Narpi-Greco, Socialogice Giuridice. Turin: Bocca. 1907. 





